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H.R. 3808, TO PRESERVE VA’S FLEXIBILITY IN 
MEETING ITS MEDICAL WORKFORCE 
NEEDS, AND DRAFT LEGISLATION TO AU- 
THORIZE A PILOT PROGRAM FOR VA PAR- 
TICIPATION IN STATE HEALTH REFORMS 


TUESDAY, MARCH 8, 1994 

House of Representatives, 
Subcommittee on Hospitals and Health Care, 

Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant to call, at 9:33 a.m., in room 
334, Cannon House Office Building, Hon. J. Roy Rowland (chair- 
man of the subcommittee) presiding. 

Present: Representatives Rowland, Long, Baesler, Kreidler, 
Brown, and Smith. 

OPENING STATEMENT OF CHAIRMAN ROWLAND 

Mr. Rowland. This morning, we will hear testimony on two 
pieces of legislation. These bills respond to some very critical prob- 
lems and challenges facing the VA health care system. 

Our veterans, the Congress, and this administration have all 
looked to VA to launch changes in its health care system. We have 
urged the department to develop the capacity to provide primary 
care services to improve service delivery and generally to reinvent 
itself. 

These are not unreasonable goals, but as VA has moved to meet 
the challenges, the Office of Management and Budget has directed 
that it do so without the most basic of resources: people. The fiscal 
year 1995 budget tells the story. It tells VA to cut 5,000 positions 
and find some way to get the job done. 

Veterans have been offered the promise of an improved health 
care system which would be an enrollment option under a national 
health care reform. But veterans’ hopes will be thwarted if OMB 
employment numbers rather than veterans’ enrollment choices dic- 
tate VA staffing levels. We have surveyed VA medical facilities. 
The survey data illustrates what the OMB directive would mean 
for the next fiscal year: Bed closures at more than 100 facilities; 
elimination of programs at up to 91 facilities; 200,000 fewer out- 
patient visits and 9,000 fewer episodes of hospitalization; increased 
costs at virtually every facility, totalling at least $88 million; cut- 
backs on sharing agreements resulting in lost savings of more than 
$38 million. 


( 1 ) 



2 


Those officials have also been active participants in ongoing ef- 
forts to develop a VA role in some of the States which have taken 
the lead in developing health reform programs. Substantial reforms 
have advanced in a number of States. Because of the far-reaching 
impact those reforms would have on VA operations if VA is shut 
out, I have had subcommittee staff develop draft legislation to per- 
mit the department’s participation. As many of our witnesses have 
suggested in their testimony, such legislation is critical. 

The extensive line up of service organizations and employee 
groups who have appeared to testify today attests to the impor- 
tance of the issues under discussion. And we certainly look forward 
to their testimony. 

Let me just recognize the gentlelady from Indiana. If she has any 
comments. 

Ms. Long. Thank you, Mr. Chairman. I don’t have an opening 
statement, but I do want to commend you for holding this hearing, 
and I think that given the cuts in real dollars that we have seen 
in the Department of Veterans Affairs over the past number of 
years, I think that this hearing is a very important hearing, and 
I commend you for holding it. 

Mr. Rowland. Thank you. 

Dr. Kreidler. 

OPENING STATEMENT OF HON. MICHAEL KREIDLER 

Mr. Kreidler. Thank you, Mr. Chairman. 

I want to also commend you for holding this hearing and com- 
ment specifically on the second bill that is before us which is the 
pilot program. This is particularly germane to the State of Wash- 
ington because we have enacted health care reform of a comprehen- 
sive nature with an employer mandate, broad benefits package, 
and universal coverage. 

If legislation is not enacted, the VA in the State of Washington 
will be left out of health care reform and will not be able to partici- 
pate in a meaningful way by the time Federal legislation essen- 
tially brings it into the ball game. This is of particular concern to 
the veterans in my State who are eager to not see the VA system 
go away; that they will be able to preserve it. And here is an oppor- 
tunity with this proposal before us to address this issue with this 
pilot program. And hopefully our State will be one of those that is 
selected for that process. 

The panel before us today are individuals who are particularly 
knowledgeable in how the VA will be able to participate in a pro- 
gram like this, and I would like to particularly note Mr. Joe 
Manley from the Seattle VA who is here and on the panel. His 
background and knowledge in this issue, particularly understand- 
ing the State of Washington’s program is important. 

All of the four VA Medical Centers in the State of Washington 
are eager and desirous to see that we at the Federal level will as- 
sist them in being able to participate before the VA system is left 
out of reform in the State of Washington. 

Thank you, Mr. Chairman. 

Mr. ROWLAND. The gentleman from Kentucky. 

Mr. Baesler. No statement. 

Mr. Rowland. No opening statement. 
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STATEMENT OF ELWOOD HEADLEY, M.D., ACTING DEPUTY 

UNDER SECRETARY FOR HEALTH, DEPARTMENT OF VETER- 
ANS AFFAIRS ACCOMPANIED BY MARY LOU KEENER, GEN- 
ERAL COUNSEL; PATRICIA O'NEIL, SPECIAL ASSISTANT TO 

THE ASSISTANT SECRETARY FOR POLICY AND PLANNING 

AND STATES’ HEALTH CARE REFORM CLUSTER LEADER; 

AND SANFORD GARFUNKEL, ASSOCIATE CHIEF MEDICAL DI- 
RECTOR FOR OPERATIONS 

Mr. Rowland. Let me welcome, then, Dr. Elwood Headley, who 
is Acting Deputy Under Secretary for Health. Dr. Headley, would 
you introduce the people who accompany you this morning and pro- 
ceed with your testimony. 

I am going to ask that everyone who testifies this morning limit 
their statement to 5 minutes, and your entire statement will be 
made a part of the record. 

Dr. Headley. Thank you, Mr. Chairman. 

Mr. Chairman, and Members of the Committee, we have submit- 
ted written testimony and I will be presenting just a summary of 
that. First, I would like to introduce Ms. Mary Lou Keener, VA 
General Counsel, Mr. Sanford Garfunkel, Associate Chief Medical 
Director for Operations, and Ms. Pat O’Neil, Special Assistant to 
the Assistant Secretary for Policy and Planning and the Director 
of our States’ Health Care Reform Project. 

I am pleased to be here this morning to present the Administra- 
tion’s views on two important pieces of legislation before the sub- 
committee. The first measure is your draft bill to allow VA to par- 
ticipate on a pilot basis in State health reform activities. The sec- 
ond, H.R. 3808, would limit the Administration’s efforts to trim the 
Federal workforce in VA over the next 5 fiscal years. 

The Nation is focused on the need for reform of our health care 
system. Last fall the President submitted legislation to Congress 
which embodies his vision of a system which will ensure all Ameri- 
cans access to affordable health care. 

Congress is now considering that legislation; however, many 
States are proceeding to enact their own health care reform meas- 
ures in advance of national health care reform. We in VA plan to 
move with the States as partners in developing better ways to meet 
veterans’ health care needs, reduce costs, and maintain the highest 
levels of quality service. 

We are focusing presently on nine States and the Commonwealth 
of Puerto Rico that have already enacted State health care reform 
legislation or have received or requested waivers permitting medic- 
aid demonstration projects. We are also closely monitoring States 
in which we expect significant health care reform legislation to be 
enacted in 1994. 

Generally, the States are working first to provide poor and unin- 
sured citizens with health care coverage through managed care 
plans. While it is still too early to fully determine the actual effect 
on VA of State-based health care reforms, some veterans who cur- 
rently use the VA system may elect to enroll in State approved 
health care plans rather than seek care from VA. 

This may be particularly true in States like Tennessee where the 
basic benefits package is richer than what VA is now statutorily 
permitted to provide most veterans. To respond to the challenges 
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of State health care reform, the VA has developed a unified vision 
for VA’s role in national health care reform. 

We have designated a VA Medical Center director within each 
State as lead director and started a State-based strategic planning 
initiative to develop a unified plan for providing health care serv- 
ices to veteran customers and to identify actions required at the 
local and national levels to ensure VA participation. 

Also, we are now educating State officials on the role of VA in 
their communities and we are providing information to State legis- 
latures in a variety of forums to ensure that VA is considered in 
State health care reform deliberations. 

We have initiated a relationship with the Health Care Finance 
Administration, HCFA, to ensure appropriate consideration of VA 
and veterans in their review and approval process of State requests 
for medicaid waivers. We want to ensure that VA is a player and 
holds a place in reformed State health care markets. 

Mr. Chairman, you have asked us to comment on a draft bill 
which has not yet been introduced and which we understand is still 
in a somewhat evolutionary stage. Your bill has much in common 
with an administration bill which we are planning to submit to 
Congress in the very near future. 

Both your bill and the administration bill would allow us to gain 
the kind of valuable experience we will need to compete in the 
health care marketplace we anticipate will result with the enact- 
ment of national health care reform. 

My formal statement discusses major aspects of your bill and 
areas that cause us some concern. We would appreciate working 
with your staff to resolve these concerns. 

Mr. Chairman, the second bill on your agenda, H.R. 3808, would 
effectively immunize the Veterans’ Health Administration from 
government- wide efforts to reduce the number of Federal employ- 
ees. While we appreciate the objective of this bill to assure our abil- 
ity to effectively participate in the new health reform process, we 
believe the approach taken may deprive us of the opportunity to 
pursue some efficiencies. 

In an effort to meet the goals identified in the President’s budget, 
we have already identified ways to streamline VA operations and 
are actively exploring additional ways to deliver services more effi- 
ciently. This includes consideration of new approaches to the provi- 
sion of health care under health reform. 

Until we have more experience with this process, we cannot say 
that the employment reductions that could flow from current ef- 
forts to streamline or right size the various governmental entities, 
including VA, would have an adverse impact on our ability to effec- 
tively participate in the various health initiatives now under con- 
sideration. 

For that reason, we do not support the enactment of H.R. 3808. 
In conclusion, Mr. Chairman, national health care reform rep- 
resents an unprecedented opportunity for the VA health care sys- 
tem to become a key player in State and regional health care 
systems. 

We know that we must move ahead now with the States and we 
appreciate your efforts to support this. 
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This concludes my remarks. I and the other members of this 
panel will be pleased to respond to any questions from the commit- 
tee. 

[The prepared statement of Dr. Headley appears on p. 49.] 

Mr. Rowland. Thank you very much. 

I do have some questions to ask. I intend to enforce the 5-minute 
rule and if there are additional questions if a Member’s time has 
expired, we will have another round and additional rounds in order 
to answer those questions. I will do that so that everyone will have 
an opportunity. 

Mr. Garfunkel, let me ask you this question: Assuming the VA 
has four more budgets with FTE reductions of 5,000 each year, like 
this one, and assuming further that sweeping national health care 
reform has not been enacted, what in your personal opinion, will 
the VA health care system look like in terms of quality of service 
delivered, the number of facilities that might have to be closed and 
so forth. 

Can you give me two scenarios what you think is the worst case 
and whatever you think is the most likely picture. 

Mr. Garfunkel. I am not sure, Congressman, that I can give 
both scenarios. Obviously, there is concern on the part of the field 
as to what will happen under these scenarios involving a loss of 
FTE. However, we don’t really know at this point what impact it 
is going to have on us. 

We have been spending a good deal of time with a field-based 
group, as well as in Central Office, taking a look at what reduc- 
tions can be made without having any impact on the quality of care 
or the services we provide. 

Such things as consolidation of services, and elimination of some 
administrative programs may add up to a lot of FTEs as well as 
efforts to contract out various services that we now do within our 
own facilities, and in some cases contracting out may in fact be 
cheaper than it is to provide services in-house. 

I think it remains to be seen what happens under national 
health care reform. The Secretary has testified that if national 
health care reform is passed, then as far as the VA is concerned, 
we need to take another look at any potential FTE cuts, but for the 
current year and in fiscal year 1995, we think we can develop a 
plan that will allow us to cut the FTEs required without diminish- 
ing the quality of services we provide. 

Mr. Rowland. Dr. Headley, let me be clear on what you said. I 
understood you to say that these cuts would not significantly affect 
the quality of care that would be able to work within those param- 
eters, did I misunderstand? 

Dr. Headley. What I said is we are working to ensure that qual- 
ity of care will not suffer from any cuts. We are exploring, as Mr. 
Garfunkel mentioned, cuts in areas not directly related to patient 
care, cuts in FTE that would be realized by consolidating adminis- 
trative services amongst facilities, and contracting out when in our 
estimation it is cost-effective and in keeping with good quality of 
care to our patients. 

Mr. Rowland. It seems to me that cuts of the magnitude that 
are being proposed would be very difficult to adjust the delivery 
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system in the VA to those cuts so that it would be competitive with 
whatever might be put in place. 

I am really concerned that we might find the VA losing veterans 
to whatever other system there may be out there. 

Dr. Headley. I appreciate that concern. All I can respond is that 
we are currently looking at how we would approach the delivery of 
a continuum of health care services in various markets and in some 
areas, it may make sense to contract out various parts of care de- 
livery on a cost-effective basis, and we anticipate that the private 
sector will be doing very similar sort of things. 

I just — I think that we can’t know at this point in time how this 
will play out. 

Mr. Rowland. Since H.R. 3808 does dictate a specific employ- 
ment level, how would the bill in your words deprive you of oppor- 
tunities to streamline? 

Dr. Headley. It may remove the incentive for us to look at some 
of the opportunities to streamline that we are now considering, 
which Mr. Garfunkel touched on in his answer to the question. 

We are looking at ways to consolidate administrative services 
and so forth and so on. 

Mr. Rowland. It seems to me that the competition that you 
would face in the VA from whatever system is out there would cer- 
tainly be an incentive to streamline and to better prepare for deliv- 
ering services. 

Dr. Headley. I think that all of health care is going to be 
streamlining and looking at ways to better deliver health care serv- 
ices, both in the Federal sector as well as the private sector. 

Mr. Rowland. Mr. Garfunkel, let me ask you one question: It is 
our understanding that the number of VA facilities designated as 
reinvention laboratories will be exempted from workforce reduction 
requirements in fiscal year 1995. Would you please explain such 
exemption in the face of your testimony regarding the benefits of 
the workforce reduction policy? 

Mr. Garfunkel. I am not sure that I testified for the benefits 
of the workforce reduction policy. There are two facilities in the VA 
that have been designated as reinvention laboratories and they will 
be exempt for the most part from these reductions because we want 
to give them every freedom they can have to institute whatever 
programs they feel they need to institute. 

They are exempt from most provisions that we have for most of 
our Medical Centers, most policies. However, we are trying to see 
how creative they can be in instituting various programs. Again, I 
don’t — I hope I didn’t testify to the benefits of the workforce reduc- 
tions only that we are not sure if there really will be a detriment 
at all to the quantity of care we provide. 

Mr. Rowland. Mr. Smith. 

Mr. Smith. Thank you, Mr. Chairman. Mr. Chairman I would 
ask that my opening comments be made a part of the record at this 
point. 

Mr. Rowland. Without objection. 

[The prepared statement of Congressman Smith follows:] 
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Prepared statement of Hon. Chris Smith 

Good Morning Mr. Chairman. It is a pleasure to be here this morning as the sub- 
committee continues its series of hearings regarding the role of VA in national 
health reform efforts. Today we will address the VA’s ability to participate in var- 
ious State reform initiatives. 

Specifically, we will address draft legislation which gives VA flexibility to waive 
certain aspects of current law that would bar their full participation in State health 
reform programs. Let me be perfectly clear, I am only interested in allowing VA 
flexibility to waive current requirements in situations where if VA did not, there 
would almost certainly be no incentive left in those States for veterans to stay with 
the VA system. It is my understanding that there are about five States that are 
near completion of reform plans so that implementation is imminent. The goal of 
this hearing therefore is to design legislation which enhances VA’s survivability 
under State reform. 

Although the draft legislation only allows VA to pilot such waivers in up to five 
States, such authority is of monumental importance in helping this subcommittee 
gauge the ability of VA to compete. Since the advent of national health reform, there 
has been a wide range of differing opinions regarding VA’s ability to compete. Some 
believe that forced competition will spell the demise of the VA system as we now 
know it. This pilot will allow the subcommittee to test the concept without putting 
the entire VA system at risk. 

The draft bill contains language which requires VA to provide a comprehensive 
report to Congress prior to actual VA participation in any State plan. Such oversight 
is important for many reasons as VA ventures into what is essentially uncharted 
waters. There are many aspects of this bill which give me concern, but specifically 
however, many of my colleagues, myself included, would attempt to block VA from 
participating in any plan which attempts to shift the cost of care for service-con- 
nected veterans to employers. While some of the State plans call for employer man- 
dates, none of them require employers to bear the cost of care for veterans. I would 
support VA participation in these states but only if the obligation for the cost of care 
for service-connected veterans be maintained as a federal obligation. There are other 
issues as well Mr. Chairman which warrant this subcommittee’s intense oversight. 

Secondly, we will examine H.R. 3808 a bill introduced by the Chairman of the full 
committee, Mr. Montgomery. This bill would ban any FTEE reductions in the Veter- 
ans Health Administration other than those specifically required by law or by the 
availability of funds. This legislation was introduced in response to arbitrary across- 
the-board reductions in VA health personnel as requested by the administration. In 
this era of health reform, at a time when VA is attempting to prepare itself to meet 
the challenge of reforms, it is a sad commentary that the administration would 
make such nonsensical requests. None the less, this subcommittee will examine 
ways in which to once again, protect the VA from OMB budget slashers. 

Mr. Chairman, I want to thank in particular the panel of VA hospital representa- 
tives who will enlighten us on VA reform in their individual States. Mr. Chairman, 
I thank you for holding these hearings and I look forward to the testimony of the 
witnesses. 

Mr, Smith. Dr. Headley, under the pilot program how could Con- 
gress be assured that the level of services provided at other VA 
Medical Centers would not decline in order to fund the five pilot 
sites? 

Dr. Headley. I think this is going to be a challenge to our sys- 
tem. I think that, first off, we would not necessarily have five pilot 
sites. It would be up to five pilot sites, and I think that financial 
availability of the pilots would have to be one of the factors consid- 
ered in determining how many pilots we could have. 

Secondly, I think that there would be some savings realized in 
the pilots as we explored new ways of doing business, as we had 
more flexibility to deliver outpatient care instead of inpatient care, 
as we tried to provide care closer to where people lived rather than 
having them travel great distances and having to be admitted and 
so forth. So I think there would be economies realized as well. 
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And finally, I think that we would have to be aware of this as 
an issue and be prepared to deal with it in our development of pi- 
lots. 

Mr. Smith. Dr. Headley, are there any aspects to the Administra- 
tion’s bill that you might want to share with this committee that 
is not in the Chairman’s bill? You said it was very similar, but not 
the same. 

Dr. Headley. It is very similar. I would defer to general counsel 
to answer that question as she has been most intimately involved. 

Ms. Keener. Yes, sir. Essentially we are in the process of finaliz- 
ing the bill with the Administration so none of these particular 
points have been locked into stone as of this time. But I think that 
some of the differences were mentioned in Dr. Headley’s written 
testimony that has been submitted, and I can briefly review those 
for you if you like. 

First is in the area of funding, and I think the main difference 
is that the Administration bill would not provide authority to 
transfer appropriated funds into a major or general revolving fund 
that would be used for the projects. 

Second, in the area of sharing, the bill you are considering, has 
a very broad sharing component. We believe the Administration bill 
might be a little narrower and limit sharing only to the pilot 
projects. 

It is our understanding that this particular bill provides ex- 
panded sharing authority beyond the pilot projects themselves. 

And the third area, of course, would be in the area of contracting. 
This particular bill provides a very broad exception to the statutory 
constraints in the area of contracting authority that we have now. 
We are looking at some particular provisions or contracting re- 
quirements we might want to maintain in statute. 

We are basically going to look at those particular contracting au- 
thorities that impede our ability to compete, but we would not pro- 
pose to eliminate the Clean Air and Water Act and other provisions 
that we feel are important to maintain. 

Mr. Smith. Thank you. I yield back. 

Mr. Rowland. Ms. Long. 

Ms. LONG. Thank you, Mr. Chairman. I have a question for Mr. 
Garfunkel. In your personal opinion, would a policy that tells direc- 
tors over the next 5 years that they have to reduce staffing by 2 
percent or more each year and use those employment dollars to ob- 
tain services in some other manner represent a sound management 
policy? 

Mr. Garfunkel. Well, as a former hospital director, it is very 
difficult to accept personnel cuts when we face the need to prepare 
for national health care and all other reforms. 

But again, I think if the VA is going to streamline itself, I think 
the American people have spoken pretty clearly that they want 
government to streamline itself, then we need to at least take a 
real hard look at what we can do to streamline the VA to make 
the changes necessary. 

We have a proposal, for example, to convert to a system of VSAs 
as opposed to regions. That will save us FTE, but more impor- 
tantly, it will give us close management on the scene of the deliv- 
ery of health care and allow us to make the decisions that need to 
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be made to consolidate services, have mission changes, various 
other things to allow us to get ready for national health care. 

So again I think from a director’s point of view, an FTE reduc- 
tion is difficult to take. From a systemwide point of view, it does 
at least afford us an opportunity to take a look at these various is- 
sues and make the changes that perhaps we need to make. 

Ms. LONG. Okay. Now, would you answer my question? Is it a 
sound management policy? 

Mr. Garfunkel. I am not sure if it is — I am not sure at this time 
whether it is or isn’t a sound management policy. I think it is dif- 
ficult to tell at this time. We would have to play it out and see 
what happens. 

Ms. Long. Thank you. 

Dr. Headley, I have a question for you, would you for the com- 
mittee describe the major component elements of establishing a VA 
health plan in a State and comment on the magnitude of costs as- 
sociated with the start-up efforts of doing that? 

Dr. Headley. Yes. This is a very complex question, as you can 
well imagine, and one that we have spent a great deal of time 
thinking about. The — and I am not sure that I can answer it in 
precise detail relative to the magnitude of expenditures that will be 
incurred, but perhaps relatively speaking. 

First, it is necessary for the State to develop a comprehensive 
plan to look at what is being offered in the State health plan and 
to dissect out from that the things that will be necessary for VA 
to do in order to offer care in that State that will be comparable 
to other care offered in that State. 

And this is perhaps the most important and most difficult part 
of the process. We have already started this process in some five 
or six States that have already had health care legislation and they 
are developing their strategic plan and vision at the present time. 

Based on this, it is necessary, then, for the State facilities acting 
as a unit to begin to look at marketing issues, to begin to — and by 
this I don’t mean advertising, but I mean marketing in the larger 
sense — to begin to look at the market research questions of who 
would use VA, what services would make VA attractive, who won’t 
use VA, and what sorts of services do we need to develop in order 
to make VA an attractive provider in this health care system. 

The final part of the development of a plan in a State is to go 
about instituting those things that VA doesn’t currently have. Set- 
ting up the managed care system to deliver the continuum of 
health care; defining how provider networks are going to be estab- 
lished; defining how primary care is going to be put into the com- 
munity so that the VA plan reads, if you will, like other plans in 
the community. 

Now, the planning efforts, we feel, while they are extensive and 
difficult, can be done within existing resources. We see no real 
challenge here in the development of the plan. The marketing is- 
sues we are exploring initially as a part of our national health care 
reform efforts and hopefully we can achieve some economies of 
scale. While all health care is local and while there will have to be 
local market research and local decisions made, we can develop 
processes on a national level that can be applied at a local level. 
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So we feel that this probably can be managed without much in 
the way of additional resources. 

The part that begins to get into resource utilization has to do 
with the development of primary care networks and managed care 
systems and as these will differ from State to State, it is very dif- 
ficult to give a global response. 

We presently have begun work on how to think about these ini- 
tiatives in terms of costs. 

Mr. Rowland. Dr. Kreidler. 

Mr. Kreidler. Thank you, Mr. Chairman. 

Dr. Headley, one of the issues that I have wondered about is that 
when it comes to the Department of Veterans Affairs, you have a 
system that has been pretty well defined. 

Some people would call it a rigid type of administration, fairly 
straightforward. 

You can use the same rules in one place in the country as you 
use in another place. You have your own schools to train your ad- 
ministrators as I understand it. How do you make an adjustment 
internally in leadership for a system where you are obviously going 
to be trying to mimic what has been going on in the private sector 
for some time? 

Dr. Headley. Yes. And I think this is one of the challenges that 
is going to face us as a system. I think that we are going to have 
to be more responsive to local market needs and concerns, to what 
veterans want in their States, what veterans want in terms of 
health care in the facility they use, and so one of the major thrusts 
that we have throughout health care reform is a concern about cus- 
tomer service orientation and access, finding out what veterans 
want from our system and how we will go about delivering this to 
them. 

And this will really be a national approach. While there will be 
individual variations, there will be a national approach to making 
health care more palatable for veterans, more in keeping with what 
they want, and more accessible. 

In addition, we are emphasizing the fact that VA and veterans’ 
health care is a national resource. It is something that will exist 
all over the country. When veterans are traveling, they will be able 
to go to a veteran health plan in another State and their care will 
be covered. 

In addition, we will still have an emphasis on the national pro- 
grams that we hold so important, such as spinal cord injury and 
rehabilitation and chronic mental illness and so forth and so on. 
The thing that VA uniquely has to offer, and to date the private 
sector has not really paid as much attention to, we will continue 
to offer as nationally organized, nationally comprehensive health 
care pieces. 

Mr. Kreidler. Do you envision the possibility of seeing some 
major inroads into the civil service system as it is presently con- 
stituted in the administration of your Medical Centers? 

Dr. Headley. Well, one of the things that H.R. 3600 ultimately 
will provide us is some flexibility in how we manage personnel is- 
sues and one of the things that we are hoping to achieve in some 
of our pilots is ways to manage human resources that allow us 
more flexibility at the local level for managing care delivery. 
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One of the things that we have learned in looking at customer 
service orientation is that it is a very complex issue. It requires 
more than a quick fix. It requires a fundamental change in the way 
we approach and do business. It requires a focus on our consumers. 
It also requires a focus on the personnel who deliver care. 

And very likely we will need some changes in these areas. 

Mr. Kreidler. Can you identify which States are ahead of Fed- 
eral legislation in developing their own health care reform initia- 
tives? 

Dr. Headley. Yes. The nine States that currently are the most 
active and that either have health care legislation already in effect 
or have applied for medicaid waivers are Arizona, Florida, Hawaii, 
Maryland, Minnesota, Puerto Rico, Oregon, Rhode Island, Ten- 
nessee, and Washington. These are the States that we have been 
tracking most closely. 

In addition, there are five other States that are very active and 
we expect to see some legislative activity within the next year. 
These are California, Montana, Vermont, Colorado, and Pennsylva- 
nia. 

We are also — well, we are monitoring all of the States for activ- 
ity, but there are also 20 additional States that may be coming on 
line within a year or two. So there is a lot of activity out there. 
But as I mentioned, the first nine States are the States that are 
leading the pack at this point in time. 

Mr. Kreidler. Of those nine States, would you put them in a 
priority as to their potential impact on the VA? 

Dr. HEADLEY. We haven’t done this yet. But we are working with 
the States at this point in time to develop their strategic plan and 
part of their strategic plan includes an analysis of the State legisla- 
tion and its impact on VA. 

And so I think that down the road as we begin to look at these 
strategic plans, we will be able to prioritize the States as to the im- 
pact on VA of the legislation in the State. 

Mr. Kreidler. Thank you, very much. 

Thank you, Mr. Chairman. 

Mr. Rowland. Mr. Baesler. 

Mr. Baesler. Doctor, if we don’t adopt a national health plan, 
do you anticipate there would be more or less demand on your sys- 
tem than is present? 

Dr. Headley. If we do not? 

Mr. Baesler. The great possibility that we will not, yes. 

Dr. Headley. I think it is difficult to say whether there would 
be an increase, a decrease, or whether demand would remain the 
same. We are hoping to see national health care reform to keep us 
from having to go through the process in each of the individual 
States that we are currently having to do. 

Also, in H.R. 3600 we have most of their things that we need to 
compete successfully I think. 

Mr. Baesler. The reason for the question is that you are rec- 
ommending, or at least the Administration is recommending, a cut- 
back in the FTE or the personnel; I think that is correct. Isn’t that 
correct? 

Dr. Headley. Yes. 
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Mr. Baesler. And I assume from your earlier remarks that 
seems to be made on the premise that we are going to have a na- 
tional health plan — it is not made on that premise? 

Dr. Headley. No, not entirely. It was also made on the premise 
that there are things that we can do at the present time in terms 
of consolidation of administrative functions at various Medical Cen- 
ters, in terms of reconfiguring our regions into VSAs or some other 
configuration and we would save FTE in doing this. 

In terms of looking at contracting out certain things that we can 
contract out even without health care reform, some of the support 
functions that we now have, so there are things that we could do 
without health care reform that might conserve FTE. 

Mr. Baesler. In your high-level discussions, does it take place 
that maybe the Department of Veterans Affairs has an ability to 
integrate part of the need of the new health care needs or is it just 
sort of thrown aside like the other plans in the national health pro- 
gram? 

Dr. Headley. I am sorry? 

Mr. Baesler. You call it a national resource, which I agree with 
you. 

Dr. Headley. Right. 

Mr. Baesler. Let me rephrase it. Are we trying to maximize the 
national resource? Are we trying to subordinate it to the national 
health plan or a little bit of both? 

Dr. Headley. I think we are trying to maximize the national re- 
source. I think that we are looking at improved ways of delivering 
health care. Most of the things that we have looked at in our plan- 
ning for national health care reform are things that VA needs to 
do anyway. 

We are looking at emphasizing managed care with a continuum 
of health care, including primary care services which we haven’t al- 
ways emphasized in the past. We are looking at developing cus- 
tomer service orientation and involving veterans and veterans’ 
service organizations more in the decision-making about how our 
health care services are presented. 

So I think that we are trying to strengthen VA and its health 
care delivery capabilities as a national resource. 

Mr. Baesler. My concern is that I would have to assume from 
your — from the Administration’s desire to cut FTEs, that we are 
not efficient, number one. I mean, that is their assumption. 

Number two, I have to assume that we — even after we cut those 
FTEs, and they are all not going to be administrative I wouldn’t 
think, but maybe they are — that we are now going to have to find 
a way to address the increasing needs that previous to this year 
or last year were not there. 

For instance, we just passed or are getting ready to pass an ex- 
pansion of the women’s health services available to women veter- 
ans which we haven’t done previously. And with the new statistics 
demonstrating that over 24 percent of the new enlistees in the mili- 
tary will be women, it seems like it is safe to assume that there 
is going to be more need for services women veterans than there 
has been in the past. 

And then with the possible inclusion of other illnesses or things 
that previously, with the Agent Orange or whatever, it seems like 
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we are going to have a larger demand than we have had up to 1990 
this way. But over here we are saying we are so inefficient, we are 
going to cut down this waste. 

I am having problems understanding how the hospital is going 
to operate unless we have been terribly inefficient to meet the de- 
mand, that is going to be increased, that you haven’t heretofore ad- 
dressed and without enough people to do it in. 

Dr. Headley. Maybe I could ask Mr. Garfunkel to help me a bit 
on this one because he has done a lot of thinking and has been 
working with several groups that have been looking at possibilities 
for efficiencies in VA. 

Mr. Garfunkel. Thank you. 

I don’t think we have a definitive answer to that. It is obviously 
a challenge for us. We feel there is a good deal of consolidations 
and changes that we can make to meet the mandated FTE reduc- 
tions and without in any way being detrimental to patient care at 
this point. 

How we can grow at the same time we are cutting back on FTE, 
I don’t really know for sure. But we certainly can make a good ef- 
fort and, as I have said before, we have had a field based group 
working intently on coming up with areas where we can make 
changes and consolidations and we get into VSAs and they can look 
at mission changes. 

We feel there is a good deal of efficiencies to be gained. Whether 
we can do it all and still meet additional mandates, I really don’t 
know. 

Mr. BAESLER. Mr. Garfunkel, my reasons for my questions is I 
am finding it very hard to understand why the Administration 
wants to just include the Department of Veterans Affairs, as they 
do all other parts of government when everybody says the number 
one issue we have in our country is health care, so we just take 
an ax and slice out the health care portion of veterans as if we 
don’t have this national resource you are talking about. 

I just find it inconceivable that when we are trying to establish 
a national health care program, that we take a national resource 
and lessen its importance and suggest it has been so insufficient 
in the past that we can consult out all these people and still take 
care of all the needs we are going to have in the future which we 
haven’t addressed yet. 

To me it doesn’t give much credibility to the Administration’s 
proposal. 

Mr. Rowland. I thank the gentleman. I have some additional 
questions that I will submit for the record I would like for you to 
answer. 

(See p. 103.) 

Mr. Rowland. Mr. Smith, do you have questions? 

Mr. Smith. I too have some questions, but for the interests of the 
remaining panels, I will submit mine for the record as well. 

(See p. 105.) 

Mr. Rowland. Thank you. 

Mr. KREIDLER. Mr. Chairman, I would also like to submit ques- 
tions for the record. 

Mr. ROWLAND. Okay. That is fine. 

(See p. 107.) 
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Mr. Rowland. Thank you. We all thank you very much for your 
testimony here this morning and we look forward to the answers 
to our questions that are submitted. 

Dr. Headley. Thank you. 

Mr. Rowland. Our next panel consists of Dr. Robert Petzel, who 
is Chief of Staff at the VA Medical Center in Minneapolis, Mr. 
Malcom Randall the Director of the VA Medical Center in Gaines- 
ville, FL, Mr. Gary DeGasta, who is the Director of the White 
River Junction VA Medical and Regional Office Center, and Mr. Jo- 
seph Manley, Acting Director of the VA Medical Center in Seattle. 

STATEMENTS OF ROBERT PETZEL, M.D., CHIEF OF STAFF, 

VAMC, MINNEAPOLIS, MN; MALCOM RANDALL, DIRECTOR, 

VAMC, GAINESVILLE, FL; GARY DEGASTA, DIRECTOR, 

VAMROC, WHITE RIVER JUNCTION, VT; AND JOSEPH 

MANLEY, ACTING DIRECTOR, VAMC, SEATTLE, WA 

Mr. Rowland. Gentlemen, thank you very much for being here. 
Mr. Randall, it is nice to see you again. 

Mr. Randall. Thank you, Mr. Chairman. Good seeing you. 

Mr. Rowland. I understand that you may not have opening 
statements; is that correct? Does anyone there have an opening 
statement that you wish to make? 

Mr. Randall. No. 

Mr. Rowland. Very well. We will go directly to questioning, and 
I have a question that I would like for each of you to answer be- 
cause each of you is in a State that has embarked on some sort of 
health care reform effort. 

I would like for you to describe, if you will, the planning work 
done by your facility regarding its possible participation in your 
State’s reform plan and the impact of anticipated FTE reductions 
for fiscal year 1995 and the subsequent 4 fiscal years as they relate 
both to your current mission operations and your ability to partici- 
pate under a State reform plan. 

If you would do that, I would be most grateful. Dr. Petzel. 

Dr. PETZEL. Mr. Chairman, thank you on behalf of all of us and 
the veterans of Minnesota. We want to thank you for the oppor- 
tunity to talk to you about health care reform in our State. 

Minnesota Care was enacted in 1992 and the principles of the re- 
form were basically managed competition, mandated universal cov- 
erage, and global expenditure ceilings. Already Minnesota Care is 
covering a segment of the population, about 90,000 people, and it 
is expected to be extended to a larger number on July 1st of 1994. 

The veteran in the short term may have more options available 
to them under Minnesota Care with increased access to State pro- 
grams. However, in the long term, if these State programs continue 
to attract veterans from our system, we anticipate that it will erode 
our patient base and our ability to provide those special programs 
to veterans which make the VA a unique health care deliverer. 

In Minnesota our strategies have included the following: first of 
all, we wish to implement a primary care system. This would pro- 
vide accessible primary care sites to veterans throughout the State 
by contractual arrangements with other providers. 

Secondary and tertiary care would be provided at the VA Medical 
Center for those veterans. 
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We would anticipate setting up a partnership with providers 
where they provide care to the family and we provide care to the 
veteran, and the primary care is provided by the contractor in the 
veteran’s local community. 

Major systems in our infrastructure would have to obviously be 
overhauled in order to implement this primary care system. 

It would require communication with a large number of providers 
about patient data, billing data, and other important health care 
information. These data systems would include a medical record, 
and the appropriate computer technology for transmitting the in- 
formation. 

We would also need to hire a consultant to perform actuarial 
market research surveys and cost surveys so we would be able to 
accurately predict the cost of contracting for care and provide a po- 
tential contractor with adequate information about our patient pop- 
ulation to allow them to make an appropriate bid. 

The second effort involves a managed care institute. Minneapolis 
VAMC is currently acquiring a lease to construct an outpatient 
clinic or other facilities to serve its members under the VA’s en- 
hanced use program. 

The Veterans Administration Medical Center and the health care 
provider would then enter into a joint partnership to develop an in- 
stitute dedicated to the study and teaching of managed care. This 
partnership would enable the VA to expand health care services for 
veterans at no additional cost to the government. 

We are involved in a number of internal strategies. Minneapolis 
VA Medical Center needs to enhance its ambulatory care area to 
provide easy access and customer-driven services; processes need to 
be established to enhance customer service and accessibility, and 
these include concurrent review of every admission, pre-admission 
screening, streamlining our discharge process, and reducing wait- 
ing times both within a clinic when the patient has arrived and 
waiting times between clinic appointments. 

Fourthly, our VAMC is involved in joint efforts with the State 
looking at the delivery of research and education in the State 
which is also a part of health care reform in Minnesota. This will 
ensure that the VA will continue to be a major provider and partic- 
ipant in policy development for medical education and research. 

We have had meetings with the Commissioner of Health in Min- 
nesota, key legislators, executives in the health care industry in 
Minnesota, and the community in general. The State is actively in- 
terested in maintaining the $200 million plus which the VA spends 
in the State of Minnesota. 

All of these efforts have resulted in the State’s desire to make 
it possible for the VA to participate in Minnesota Care. We now 
need Federal changes in order to make it possible for the VA to 
participate in health care reform in our State. 

Regarding the second question, the impact that the FTE reduc- 
tions may have on our ability to cope with our present cir- 
cumstance in health care reform, it is very difficult to predict accu- 
rately. We presently do need flexibility both in terms of budget and 
FTE if we are going to adapt to the changes that Minnesota health 
care reform is foisting on us. 
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I believe that the long-term goals of the Administration and our 
long-term goals are compatible. That is, a reduction of FTE is not 
something that we could — that would be incompatible with our 
complying with health care reform. 

However, in the next 3 to 5 years we would definitely need to 
have flexibility in terms of FTE and hiring. There are a number 
of things that we wish to do and need to do immediately that our 
present employment situation just won’t allow us to do. 

Thank you. 

Mr. Rowland. Thank you, Mr. Randall. 

Mr. Randall. Mr. Chairman, may I also express my appreciation 
on behalf of the hospitals in the State of Florida for the opportunity 
to appear before this distinguished committee. 

Florida is one of the first States to enact legislation beginning 
the health care reform process and the Florida plan was developed 
to approach health care reform in a comprehensive manner, re- 
forming all aspects of health care financing, delivery, purchasing, 
and regulation. 

In the fall of 1991, the governor of Florida requested that Dr. 
Leighton Cluff, of the Gainesville VA, distinguished physician, 
chair the Florida health care work group to develop recommenda- 
tions for the governor and for the Florida legislature regarding the 
principles of health care reform. 

The Florida legislature then passed the Health Care Reform Act 
of 1992. Florida’s health plan utilizes a market based approach to 
managed competition to provide universal access, basic coverage, 
and contained costs. Similar to the President’s plan, Florida is com- 
munity health purchasing alliances and accountable health plans 
are the operational framework for the program. 

In addition to Dr. ClufFs role, the VA has been heavily involved 
in the Florida health care reform process. With the passage of the 
State legislation, I began working with the director of the Agency 
for Health Care Administration, which was created by the new leg- 
islation, to define the role that the VA might play in a reformed 
health care market. 

Ms. Kathy Jurado, who is the Assistant Secretary for Public and 
Intergovernmental Affairs, and I testified in January of this year 
before both the Florida House/Senate Committees on Health to dis- 
cuss and outline the contributions that VA was currently making 
to the health care to the citizens of Florida. 

And in my role as the lead director for Florida, I initiated strate- 
gic planning efforts to integrate the VA health care program with 
the Florida health care reform program. In January I appointed a 
strategic planning committee that was made up of representatives 
of each of the Medical Centers in the State of Florida, the District 
Counsel, representatives of the State veterans’ service organiza- 
tions, and the executive director of the State Department of Veter- 
ans Affairs so that from day one we would have the involvement 
of these key people in the planning process. We have already com- 
pleted our first step in the strategic plan that we are developing. 

Your second question about FTE reductions, I agree with Dr. 
Petzel that we are looking at a short term and a long-term situa- 
tion here. Over the long haul this reduction might be consistent 
with where we would wind up as we move to compete effectively. 
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Over the short term, for the next approximately 5 years, this 
could be a problem. I do know that the Department of Veterans Af- 
fairs is working on this issue. They are attempting to identify new 
approaches to eliminate FTE without affecting the Medical Cen- 
ters, the use of contracts such as contracts with medical schools to 
pay for residents rather than placing them on the VA FTE roles. 

In fact we have done this successfully at Gainesville for approxi- 
mately 15 years and it has not had any impact on health care at 
all. 

But if I were to speak from a hypothetical point of view in view 
of my lack of knowledge as to how these FTE figures are finally 
going to come out. I would have to say that if these reductions 
come, they would have a marked impact on the operation of our 
Medical Centers and additional FTE reductions over the next 5 
years would only further reduce our ability to operate effectively, 
and it could be necessary to make vertical program cuts. 

We realize that VA is not being singled out and that FTE reduc- 
tion is a part of the government-wide effort to deal with budget re- 
alities. On the other hand, if I am going to attempt to respond hon- 
estly to your question, then I need to give you at least a hypo- 
thetical scenario of what might happen. 

And in Florida, for example, the majority of the VA Medical Cen- 
ters would have to look at decreasing the numbers of acute medical 
and surgical operating beds. They would have to look at programs 
that they might consider eliminating. 

Florida is in a peculiar situation because over the years, due to 
the rapid migration of veterans into the State and the relentless 
increase in health care costs, which incidentally, is one of the rea- 
sons why the country cries out for health care reform, health care 
reform efforts in Florida are going to mean that we need to attempt 
to take care of an ever increasing population that we in many cases 
are not adequately taking care of now because of funding. 

We, the directors and Chiefs of Staff in Florida, believe that we 
can compete successfully in a new health care environment. We 
have the ability to compete based on the excellence of our staff and 
overall quality of our hospitals, as based on the recent joint com- 
mission scores where the VA out scored the private sector. 

We can compete on cost. We can compete based on our experi- 
ence in working with the local global budget and most of all, we 
feel that the future is now and that we must make health care re- 
form work if the viability of the VA system is going to be main- 
tained. But in order to compete successfully, we need to start ex- 
panding our services now and stop reducing our operating capacity 
and that is why I am concerned about the next 5 years. 

Mr. Rowland. I guess my time has long since expired. I will 
come back, Mr. De Gasta to you and Mr. Manley and we will repeat 
the question if necessary. 

Mr. Smith. 

Mr. Smith. Thank you, Mr. Chairman. And Mr. Randall, just to 
pick up on your ending remarks, both the Chairman and I as well 
as Members on both sides of this subcommittee are very, very con- 
cerned about what those cuts in FTE will actually do when and if 
they are indeed enacted into law. 
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The Administration I think has a very misguided policy when it 
comes to veterans health care, and it is kind of forcing VA into a 
position where it could over time cease to exist. I think we have 
to be very cognizant of that. I would ask all of you if you could re- 
spond. 

As you know, this committee did a very comprehensive study of 
154 hospitals and Medical Centers and found that 99 percent said 
either it would make it impossible for them to compete for patients 
or would severely restrict their ability to compete under national 
health care reform, with the cuts and the anticipated 5,000 FTEE 
in fiscal year 1995. 

Is that your sense as well? 

Mr. Randall. I really don’t know right now because I don’t know 
how successful Central Office’s efforts to cut in other areas. I know 
that there are efforts to keep the cuts away, if they can, from the 
Medical Centers. 

I don’t know how successful our contracting out is going to be. 
For example, the example I gave of contracting for residents. We 
have been doing that as I said for over 15 years at Gainesville, and 
it has sharply reduced the number of FTE we require. We have got 
the same number of residents, and it has not cut the quality of 
service so I don’t know how successful that is going to be across 
the country. I think much depends on how successful their efforts 
are to take away the impact directly on hospitals, and I think when 
we finally know how successful those efforts are going to be, then 
we are going to be in a better position to know just precisely how 
we are going to have to deal with it. 

Mr. Smith. Would you other gentlemen want to comment on it? 

Mr. MANLEY. I and the other VA directors in Washington State 
appreciated the opportunity to respond to the committee’s survey. 
We don’t know how the other Medical Centers in the country re- 
plied, but we concluded that given the current restrictions on con- 
tracting out for services and the limitations that the Federal per- 
sonnel system place on us, it would be very difficult for us to adjust 
to the rapidly changing health care environment in Washington 
State if we had to reduce staff at this time. 

The Washington State legislation requires us to expand services 
to veterans and to deliver care nearer their homes. It is very hard 
to do that while at the same time reducing FTE. 

We also recognize that the VA is a very large and complex orga- 
nization, and it is possible that the VA could carry out the adminis- 
tration’s FTE reduction mandate in such a way as to minimize the 
impact on our local operations. 

Mr. Smith. How? Would you enlighten us? 

Mr. Manley. We do not know how the cuts could be made but, 
as I say, it is a very big system and our leadership may have ideas 
that haven’t occurred to us. 

Mr. Smith. Very diplomatic answer. 

Mr. DeGasta. 

Mr. De Gasta. I think I agree with my panelists. To prepare for 
health care reform we require flexibility. Flexibility is absolutely 
essential. We have got to have both legislative and statutory relief 
to allow us to function somewhat more independently than we have 
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in the past. I think flexibility is imperative if we are going to be 
successful. 

Mr. Smith. But the cuts — what impact would they have in your 
locale? 

Mr. De Gasta. I will try to respond very briefly about the impact. 
Over the last several years my particular facility, the White River 
Junction VA, a small rural facility located in northern New Eng- 
land, crafted its budget to develop its ability to favorably position 
us to deal with health care reform. 

Initially our actions were accomplished within existing resources, 
but with little regard to FTE. The VA has entered a new era of 
FTE constraint and we are addressing various alternatives to pro- 
vide quality care to our veterans. 

We think we know what is right for us in terms of health care 
reform within Vermont. We have begun reorganizing our health 
care delivery system through community outreach — part of a vision 
which I can talk about if you are interested. 

Each of our initiatives, however, requires us to have flexibility. 
We either have to have VA people, or people purchased by us in 
the community, to provide services either on a continuing basis or 
to expand services. 

Mr. Smith. Doctor, did you want to comment? 

Dr. Petzel. Yes. The immediate problem would be great for us 
in terms of trying to deal with health care reform in Minnesota. We 
need the flexibility to be able to hire people to do different kinds 
of jobs than we are doing now. 

There are a number of things we need to do I think and I would 
like to reiterate. In the long term, I think this is something we can 
cope with. The long term as Mr. Randall mentioned is 5 years. In 
the short term, we need to have some sort of relief, some sort of 
flexibility to use our funds in the fashion that we deem best to cope 
with health care reform. 

Mr. Smith. Thank you. 

Mr. Rowland. Dr. Kreidler. 

Mr. Kreidler. Mr. Manley, you didn’t have an opportunity to 
comment on just exactly how the State of Washington would inte- 
grate the State’s health care reform with the VA system. 

Would you care to elaborate more on the challenges you face in 
the State of Washington relative to taking the VA system into the 
reform that has been passed last year by the legislature? 

Mr. Manley. Yes, sir. As Congressman Kreidler mentioned, 
Washington State has enacted very comprehensive health care re- 
form legislation. It is similar to what has been proposed by Presi- 
dent Clinton for national health care. 

The Washington State law provides universal coverage in a man- 
aged competition plan with premium and payment caps. It creates 
a uniform benefit package, provides subsidies for low-income enroll- 
ees, and provides skilled nursing facility, home health, and hospice 
services. 

Beginning in February of next year, the health plans will be cer- 
tified and they will begin enrolling citizens. Over time, every State 
resident, including all veterans, will be required to obtain the uni- 
form benefit package from a certified health plan. 
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The management officials from all of the VA Medical Centers in 
Washington State have been working together for several months 
to develop plans and proposals for VA’s participation in the reform 
effort. One of the results of our planning efforts is a draft strategic 
plan which is currently being reviewed by VA Central Office. 

We have concluded that the VA will have to change significantly 
to be competitive in the new environment and it will take the sup- 
port of all of our staff to be successful. For example, the VA has 
traditionally focused on hospital care for those veterans who phys- 
ically come to our health care facilities. 

Under the Washington State reform law, all certified health care 
providers will be required to provide preventative and family prac- 
tice care near the patient’s home. That is a significant change for 
VA and will require us to contract with a lot of private family doc- 
tors throughout the State. 

Mr. Kreidler. Am I correct in assuming that you have looked at 
what other States are doing in conjunction with your study and 
how other VA systems are contemplating integration. 

Do you know of any other State that is even close to having a 
system that is going to guarantee universal coverage employing 
something like an employer mandate as the State of Washington 
does? What I am really wondering here aren’t you in many respects 
more under the gun than perhaps other States? 

Mr. Manley. We believe we are. The States that Dr. Headley 
mentioned are taking different approaches to resolving their health 
care difficulties. Most are tiying to expand health care to the dis- 
advantaged and are not creating systems that affect the greater 
population. 

Washington and Minnesota are taking comprehensive reform ac- 
tions that will affect all of their citizenry. For VA in Washington 
State it means 100 percent of our veterans could be drawn away 
into the private sector if we are not a full participant. 

Mr. Kreidler. Have you estimated what the impact would be if 
the VA in the State of Washington remained unchanged and health 
care reform proceeds unfettered in the State of Washington? 

Mr. Manley. As in if we were not chosen as a pilot, sir? 

Mr. Kreidler. Correct. Presuming let’s say national reform does 
not take place. The State of Washington like Minnesota and some 
of the other States were given the authority to continue and the 
VA system tried to stay as it is presently. 

Mr. Manley. It is difficult to speculate. What we do know is that 
in order to enroll veterans, or any citizens in a health plan, we 
must first be certified by the State. 

We need pilot status in order to have the basic tools to become 
certified. So if we aren’t selected as a pilot, we believe that we 
would not be eligible for certification and would end up being a sec- 
ondary provider for those veterans who either don’t like the care 
they are getting from their primary system or who are in need of 
services not included in the primary benefit package. 

We would likely become a long-term care and rehab type pro- 
vider because those services are not part of the uniform benefit 
package. Our acute care medical and surgical missions and the 
teaching programs that go along with those missions would be in 
jeopardy. 
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Mr. Kreidler. What kind of support are you getting from the 
veterans’ organizations in the State of Washington? 

Mr. Manley. I am glad you asked that question. I have person- 
ally discussed our strategic plan with the leadership of all the 
major veterans’ service organizations in the State, and they are 
very supportive of our efforts to make the VA a fully functioning 
certified health plan. 

All of the groups that I have talked with have endorsed our can- 
didacy to become a pilot program and all of them were comfortable 
with dependents enrolling in the VA plan so long as the depend- 
ents do not receive their care in existing VA facilities. 

I have received letters from the State commanders of The Amer- 
ican Legion and the Veterans of Foreign Wars and the director of 
the Washington State Department of Veterans Affairs documenting 
their support of our effort. The leadership of the Paralyzed Veter- 
ans of America and the Disabled American Veterans have told me 
that they are sending similar letters to express their support of our 
efforts. 

Mr. Kreidler. Thank you, very much, Mr. Manley, and Mr. 
Chairman may I ask those letters be entered into the record. 

[The information follows:] 
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VETERANS OF FOREIGN WARS OF THE UNITED STATES 
DEPARTMENT OF WASHINGTON 


w 


GEORGE "CORKY" BERTHIAUME 
Stale Commander 



BLAINE TEACHMAN, Senior Vice Commander 
CHUCK VITIRITTI. Junior Vice Commander 
DON BRACKEN, Adjutant/Quartermaster 


JANE ADAMSON, Judge Advocate 
MILES IRVINE, Surgeon 
LYLE KELL. Chaplam 


Director 

VA Medical Center 

1660 Columbia Way South 

Seattle, Washington 98108 

Dear Sir: 

The Veterans of Foreign Wars of the United States, Department of Washington, is extremely interested 
in lending its full support to your efforts, working with the Federal V.A., to create a viable Health 
Care Plan for the Veterans of the State of Washington. We also recognize the value, and heartily endorse 
the concept of having the State of Washington designated as one of the pilot program States at the 
onset of the Veterans Health Care Plan. 

Several members of our staff have reviewed your Strategic Health Care Plan for Washington and our 
organization endorses your plan as it is presently written. We recognize that substantial additional 
planning will be necessary to adequately provide for wives and families through contract negotiations 
with other medical facilities outside of our present V.A. Hospitals. 


We understand that your Strategic Plan is the initial basic document for planning purposes, and 
is subject to revision and modification as circumstances change. We certainly appreciate your invitation 
to provide input as the process evolves. Our nationally accredited service officers, who represent 
thousands of Veterans and their families in the State of Washington, are available to provide you any 
assistance you may request. 


Yours js\ comradeship, 

George Berth ioume. Commander 
Veterans of Foreign Wars 
Department of Washington 
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STATE Of WASHINGTON 

DEPARTMENT OF VETERAN AFFAIRS 

P.O.Box 41150 • MS. 1150 • Olympia, Wafhington 9S504 I150 • (206) 753-5586 


February 24, 1994 


Joe Manley, Acting Director 
Seattle V.A. Medical Center 
1660 S. Columbia Way 
Seattle, WA 98108_ 


Dear Mr. 



We are delighted that the USDVA will be a key participant in 
national as well as state health care reform efforts. This is an 
essential effort which must be done well to ensure quality care 
for veterans and their families. 


As the advocate for veterans in Washington state, our department 
fully supports the VA as an integral part of the Washington 
Health Services Act. Our state's pioneering efforts in health 
care have received national attention. As a result, we certainly 
think that Washington is an ideal candidate for pilot study 
status. It is difficult to conceive a state better suited to 
accomplish this key task. The empirical data this yields will 
allow VA to compete as a viable- participant in national as well 
as state health care reform. Every veteran leader we have 
discussed this with is enthusiastic about this process. 


We remain fully committed, supportive and involved with health 
care reform efforts relating to veterans and family members. We 
have discussed a number of the "fixes" which must be 
accomplished. Working together, I am convinced we can do that. 

We appreciate our inclusion in the planning process and are 
committed to working with you on this opportunity and to serving 
our state's veterans and their families. 



s.J. "Beau" Bergeron 
Director 
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THE AMERICAN LEGION 

DEPARTMENT of WASHINGTON 

P.0. Box 3917 

DEPARTMENT HEADQUARTERS Lacey, Washington 98503 0917 

(206) 491-4373 

FAX (206) 491-7442 TRUCK SHIPPING ONLY 

3600 Ruddell Road S.E. 
Lacey, Washington 98503-0917 


February 10, 1994 


Joe Manley 
Acting Director 
VA Medical Center 
1660 Columbia way South 
Seattle, WA 98108 


Dear Mr. Manley: 

The American Legion, Department of Washington at this time is in 
support of the VA in their effort to remain a full service health 
care provider under both the National Health Care reform and the 
Washington State Health Care Plan. We know that to assure the 
survival of this very important resource for the veterans we 
represent, a change in necessary, without a change we risk losing 
the entire VA medical care system. 

We are in the process of reviewing the VA Health Care plan for 
Washington State. At this time we have no objections to the plan 
as long as the enrollment of non-veterans under a VA Certified 
Health Care Plan does not include treatment of these enrol les in VA 
Medical Centers. 

It is understood that the strategic plan is a dynamic document 
subject to revision with changing circumstances. We intend to take 
full advantage of your invitation to provide input as the process 
of adapting to a new and competitive environment unfolds. 


Sincerely yours. 



Deraid Robertson 
Department Commander 


DR/ f 1 
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Mr. Rowland. Without objection that — we will come back for fur- 
ther questioning, too, if you have some more. 

Mr. Baesler. 

Mr. Baesler. Yes, sir. I understood you all, I think, to say that 
in the next 5 years if the FTEs — if we were to follow through with 
the cut in FTEs, your ability to provide the service that you now 
provide, and your ability to provide the service the States may re- 
quire, and your ability to provide the services that might — new 
services for women or for other programs that have been brought 
forth from this committee and from Congress, might be jeopard- 
ized; is that right? 

Mr. Randall. I think both Dr. Petzel and I said similar things. 
I am reminded of the old saying that when you are buying a house 
there are three important things that you must consider: Location, 
location, location. 

And for VA to be able to compete successfully, there are three 
important things that must be considered: Access, access, access. 
As it now stands, we have many hospitals and veterans must get 
in a car and drive 50 miles or 60 miles or ride 100 miles on a bus 
in order to get to care. 

If we are going to compete, we have got to locate around the pri- 
mary service areas of each single hospital points of access and one 
of the best ways of doing that is through contracting. If there are 
providers already in place that we can contract with to provide the 
initial access, the primary care, and then direct the patient into the 
tertiary hospital if he needs care. 

So over the long haul, we may through this contracting out, 
which we will be doing in order to improve our access, we may 
need less FTE than we now have. But I think both Dr. Petzel and 
I are concerned about the short term. For example, if we are able 
to contract out all the residents, the house staff salaries that will 
amount to according to my best estimates about 2,000 positions 
that FTE can be eliminated right away in the first year. 

But then that is a herculean job for our Washington office to pick 
up those other FTEs over the short haul. But I think long range, 
we may come out someplace in the same position that — 

Mr. BAESLER. The question was in 5 years, yes or no, folks. Five 
years is all I asked about. 

Dr. Petzel. It would certainly seriously impair our ability with 
one caveat, we don’t know what Central Office is going to do to 
buffer us from those cuts, but if they distribute the cuts to the hos- 
pitals directly without anything else happening, it would seriously 
impair our ability, correct. 

Mr. Baesler. Thank you. 

Mr. Rowland. Ms. Brown. 

Ms. Brown. Thank you, Mr. Chairman. 

First of all, I want to thank Mr. Randall for being here today. 
He is a national supporter of veterans’ needs, not just Florida, but 
throughout the country, but I do have a question about Florida. 

Florida has one of the most complex VA systems in the country. 
We have five hospitals, nine satellite clinics, the fastest growing 
veterans population, and the second largest veterans population 
over 65. We rank 43rd in per capita in VA funding. I can think of 
no other State better situated for a pilot program. 
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Can you give us an idea of how Florida can prepare for a na- 
tional health care reform without the trial period of a pilot pro- 
gram? 

Mr: Randall. Well it certainly would be helpful. As you know, 
Congresswoman Brown, the Florida plan, Florida law looks an 
awful lot like the President’s plan. And so it would be an ideal set- 
ting to test the national plan. 

And with the complexities that Florida has, if anything is going 
to go wrong in trying to develop a pilot, it will go wrong in a com- 
plex situation such as Florida. So there would be real opportunity 
to explore ways of doing a better job in delivering health care 
under health care reform. 

Ms. Brown. Mr. Chairman, I would just like to submit the rest 
of my statement to the record. 

Mr. Rowland. Without objection. 

[The prepared statement of Congresswoman Brown follows:] 
Prepared statement of Hon. Corrine Brown 

Mr. Chairman, thank you for holding this important hearing, and for introducing 
H.R. 3808, which I am proud to cosponsor. 

I would like to welcome Malcom Randall, Mr. Chairman. Mr. Randall as director 
of the VAMC in Gainesville is enormously knowledgeable about the needs and con- 
cerns of our veterans. And I am glad he is here today. 

The VA system currently serves 2.7 million veterans, our Nation’s veteran popu- 
lation is 27 million. H.R. 3808 is a major step in the right direction, but it will not 
increase the number of personnel at VA facilities it will only keep it at the current 
level. Florida veterans already suffer 6 hour waiting periods to receive medical at- 
tention. Only through this pilot program proposed here today— and H.R.3808 — can 
Florida adequately care for its veterans. 

Let me come back to the question that I had posed earlier that 
was answered by two members there and, Mr. Manley, I believe 
that you partially answered my question in responding to Dr. 
Kreidler, but let me ask you the second part of that question, the 
impact of anticipated FTE reductions for fiscal year 1995 and the 
subsequent 4 years. How will that relate to your current mission 
and to your operations as they might apply to any State reform 
plan? 

Mr. Manley. With regards to participating in the State reform 
effort, it would severely hinder our efforts to adjust to the rapidly 
changing health care environment. We must create a State-wide 
umbrella organization this year in order to bring all of the facili- 
ties’ functions under one roof and to initiate actions like the enroll- 
ment of veterans, advertising and conducting actuarial studies. 

Any one of these actions would strain our existing FTE ceiling 
to try to accomplish this new nontraditional work. 

If we don’t act this year, we are faced with not being a provider 
in the new environment. If State health care reform were not hap- 
pening in the State, we could probably deal with the FTE reduc- 
tions. It is that difference from the rest of the Nation that is hin- 
dering us in Washington. 

Mr. Rowland. It is really an unknown for you? 

Mr. Manley. Yes, sir. 

Mr. Rowland. Very well. Mr. De Gasta, shall I repeat the ques- 
tion? 

Mr. De Gasta. I think I understand the question, Mr. Chairman. 

Mr. Rowland. Very well. 
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Mr. DeGasta. Let me comment about where we are in State 
health care reform in Vermont, a very small rural State. Our initial 
activities in White River Junction actually began with the State of 
Vermont back in 1988. 

For all intents and purposes active participation with the State 
of Vermont began in March 1991, when the governor of Vermont 
appointed a blue ribbon commission on health care reform. 

He then charged the Health Policy Council, where we had a VA 
physician representative, with crafting a health care resources 
management plans for the State of Vermont. In 1992 with the pas- 
sage of the Health Care Reform Act 160, the Vermont legislature 
established a Health Care Authority and charged that authority 
with submitting a plan for universal access to health care under a 
global budget to the 1994 legislature, the current legislature. 

The charge by the governor was to develop both a single payer 
and multiple payer plan. In the 1992 meeting with the governor’s 
staff we, the staff of the White River Junction VA, were informed 
that our traditional VA organizational structure — having all our 
patient care facilities and services concentrated in a single cam- 
pus — was totally incompatible with the State models of universal 
access and access to primary care within 30 minutes. 

We quickly realized that if we were going to formally position 
ourselves with health care reform in Vermont, we needed to de- 
velop veterans’ access points to the White River Junction VA in 
various locations throughout our primary service area which also 
includes the State of New Hampshire. 

Over the next 2 years we responded and created a satellite clinic 
in Burlington, VT, some hundred miles from our parent facility and 
secured a mobile health van. Working with county mental health 
agencies within Vermont and New Hampshire, we outbased VA 
psychiatric providers through sharing agreements with these men- 
tal health facilities — securing space in exchange for services pro- 
vided by our providers. We also created sharing agreements for 
after hours alcohol counseling. We accomplished all this within ex- 
isting resources and existing FTE, and through medical resource 
sharing agreements. 

In 1993, the Health Care Authority began to use the Health Pol- 
icy Council, where we had a VA member, to get involved in the 
Vermont health care plan. In April we met with the governor and 
were challenged by him to earn a place in the Vermont health care 
plan by offering quality and cost-effective services to Vermont 
veterans. 

In November the report of the Health Policy Council included 
language referencing the White River Junction VA. We were very, 
very pleased to see that bill go forward to the Vermont legislature 
for debate. However, the governor chose to submit his own draft of 
the health care reform legislation which did not include the VA. 

In January 1994, members of our staff, including a representa- 
tive from the VA Central Office, gave testimony on the VA before 
the Vermont Special Committee on Health. Other members of our 
professional staff were invited to testify before the State Health 
and Welfare Committee on the topic of geriatrics. 

This past February, our VA veterans service organizations and 
their dependents gave testimony to the House Special Commission 
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on Health Care during a standing room only hearing at the State 
house in Montpelier, VT. In March 1994, the revised version of H- 
645, the governor’s Universal Access to Health Care Bill, was sub- 
mitted to the legislature for debate. The bill contained special lan- 
guage requiring the Vermont Health Care Authority to submit rec- 
ommendations integrating the VA Medical and Regional Office 
Centers and the Vermont health care system. We are very, very 
pleased with that legislation. 

The issue I raised earlier was about our vision. Let me share 
with you just for one moment, if I may, what our vision for health 
care in the State of Vermont might look like. The White River 
Junction vision for health care delivery in Vermont, and our State 
health care strategic plan, was recently submitted to the VA 
Central Office. It is very comprehensive, but relatively simple. 

We want to become an independent health care plan for Vermont 
veterans. We would like to create primary access points to the VA 
health care system throughout our primary service area through 
establishing community-based outpatient clinics. We propose to op- 
timize utilization of our existing White River Junction programs — 
our mobile health van, our Burlington based outreach facility and 
our psychiatric program. We want VA psychiatric providers out 
based in local mental health facilities to continue their role and we 
want to expand that role to include medical activities. 

Local arrangements would entail primary care providers refer- 
ring veterans to the White River Junction campus for secondary 
and high tech care. The VA White River Junction campus would 
provide all the services possible. Where services were unavailable 
at White River Junction, they would be secured from the VA sys- 
tem, as we currently do, or through our affiliate or non-VA facili- 
ties, or in our local community. If authorized, the Department of 
Veterans Affairs overall plan for caring for VA dependents could be 
provided within, or outside the VA system, by using VA salaried 
employees or by using contract people. We envision doing pretty 
much what we are doing now with the flexibility of purchasing ad- 
ditional services within the community and having those resources 
available to accomplish that care. 

I might add one final comment. The Vermont health plan in- 
cludes the following: the overarching principles of universal cov- 
erage, global budget, portability of service, uniform benefits, control 
of capitated expenditures, binding caps on expenditures and of 
course access to primary care within 30 minutes. 

Thank you, Mr. Chairman. 

Mr. Rowland. Thank you, Mr. Smith. 

Mr. Smith. Thank you, Mr. Chairman. 

If you would all consider answering this question: If waiver au- 
thority is granted to allow the VA participation in your State, what 
assurances do we have that you will continue to provide services 
to veterans which may be outside the basic benefits package. Per- 
haps put another way, is it possible that in the quest to be competi- 
tive that this might lead to a diminution of services for the treat- 
ment of blindness, blind rehabilitation, prosthetics, spinal cord, and 
the like? 

Mr. Manley. Do you want to begin with me? 

Mr. Smith. Yes. 
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Mr. Manley. Yes. We would not allow that to occur. Those pro- 
grams are something that VA does best and we would be foolish 
to jeopardize those. 

Mr. Smith. Thank you. 

Mr. DeGasta. I think we would have to set our priorities and 
provide those services which our patients, our veterans, our cus- 
tomers demand and require. 

Mr. Randall. I think probably VA would be the only setting in 
many places where those services could be provided and therefore 
I think it is a moral responsibility to provide them. However, I 
think that in 5 years, we are going to be competing well enough 
and gathering enough money from people who are not now using 
our system. Of the over 27 million veterans, only 2 million of them 
are using the VA system. 

I think we can compete well enough to attract a lot of those peo- 
ple into our system, start collecting money through the health alli- 
ances so that we won’t have to make those kind of choices. I look 
down the road where we can be expanding services and offering 
better and additional services. 

Dr. PETZEL. I think those services in our institution — traumatic 
injuries are an example — are things that define us as being unique 
and better in the community. There are going to be services that 
we think are going to be desirable. Oh, no, I think that it will not 
happen. I think contrarily, that some of those that we see as being 
unique service for veterans are going to become assets in the com- 
munity. 

Mr. SMITH. Thank you very much. 

Mr. Rowland. Thank you. I have just one additional question. 
Maybe we will have some to submit for the record. There seems to 
be a belief out there that large companies like IBM or Kodak, or 
even the Housing and Urban Development, are able to cut thou- 
sands of employees. Well, why can’t the veterans’ centers do that 
as well? I think medical care is a little different from those, though. 
What kind of judgments do you have to make when you are told 
you are going to cut your employment by 2 percent each year for 
the next 5 years? Everyone want to pitch an answer on that? Dr. 
Petzel. 

Dr. Petzel. First of all, I hope that isn’t going to come to pass. 
It would be a very difficult thing to do and I think if we were asked 
to cut 2 percent, again speaking hypothetically, of our employees 
per year over the next several years we would have to reduce serv- 
ices and we would have to make choices as to what types of serv- 
ices we did or didn’t want to provide or we would have to contract 
out as an alternative. If the money didn’t disappear, if we would 
still have the money, we would have to quickly look at ways to con- 
tract for services. 

Mr. Randall. First of all, Mr. Chairman, I agree with you that 
we are not the same as IBM and Xerox. It is different but I also 
think that VA is extremely efficient as it is right now. And I don’t 
think we have got all those many jobs around that are surplus to 
our needs. If, however, that should come to pass and, as Dr. Petzel 
says, if the money doesn’t go away we are going to have to look at 
alternatives to providing the service. 
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Right now, for example, in Gainesville, our strategic planning 
committee, which is composed chiefly of clinicians, are looking at 
options of what we might do, how we might deal with this eventu- 
ality if it really comes about. We are going to have to make the 
hard choices about what are the services that are the most impor- 
tant. 

Mr. Rowland. Very well. I want to thank all of you. 

Do you have any additional questions? 

I want to thank all of you very much for being here. It seems to 
me I am hearing you say that these FTE cuts are going to be very 
difficult to contend with in any health reform that is coming inso- 
far as the ability to compete is concerned. And that it won’t just 
be streamlining that will take place but we will actually lose the 
ability to provide services to veterans. Thank you very much, gen- 
tlemen. I appreciate your testimony. 

Mr. Rowland. The next panel will consist of Frank Buxton, who 
is Deputy Director of the National Veterans Affairs and Rehabilita- 
tion Commission, The American Legion; Dave Gorman, Deputy Na- 
tional Legislative Director, Disabled American Veterans; James 
Magill, Director, National Legislative Service, Veterans of Foreign 
Wars; Michael Brinck, National Legislative Director, AMVETS; 
Russell Mank, Legislative Director, Paralyzed Veterans of America; 
Paul Egan, Executive Director, Vietnam Veterans of America; Tom 
Miller, the Director of Governmental Relations, Blinded Veterans 
Association. 

Gentlemen, I want to thank all of you very much for being here. 
I would ask that you limit your oral presentation for 5 minutes. 
Your entire statement will be made a part of the record. 

STATEMENTS OF FRANK BUXTON, DEPUTY DIRECTOR, NA- 
TIONAL VETERANS AFFAIRS AND REHABILITATION COMMIS- 
SION, THE AMERICAN LEGION; DAVE GORMAN, DEPUTY NA- 
TIONAL LEGISLATIVE DIRECTOR, DISABLED AMERICAN VET- 
ERANS; JAMES MAGILL, DIRECTOR, NATIONAL LEGISLATIVE 
SERVICE, VETERANS OF FOREIGN WARS; MICHAEL BRINCK, 
NATIONAL LEGISLATIVE DIRECTOR, AMVETS; RUSSELL W. 
MANK, LEGISLATIVE DIRECTOR, PARALYZED VETERANS OF 
AMERICA; PAUL EGAN, EXECUTIVE DIRECTOR, VIETNAM 
VETERANS OF AMERICA; AND TOM MILLER, DIRECTOR OF 
GOVERNMENTAL RELATIONS, BLINDED VETERANS ASSOCIA- 
TION 


STATEMENT OF FRANK BUXTON 

Mr. Buxton. Good morning, Mr. Chairman and subcommittee 
Members. The American Legion appreciates this opportunity to 
comment on H.R. 3808, the legislation to preserve the VA’s flexibil- 
ity in meeting its medical workforce needs, and on the draft legisla- 
tion entitled “The Veterans’ Health Care Pilot Program of 1994.” 

I am going to go away from my prepared text for a moment, Mr. 
Chairman, to express my amazement at the complacency that we 
have heard from the Department of Veterans Affairs this morning 
in regard to cutting 25,000 of their employees over the next 5 
years. 
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I am sitting here in amazement. I have never been speechless be- 
fore this subcommittee before but I am working on it. I would like 
to know what this committee and these VSO representatives have 
been fighting for all these years to keep the VA viable. Contracting 
out services only allows the VA to divest itself of the FTE; it 
doesn’t do anything to decrease their cost. In fact, it might even in- 
crease it. 

With that being said, I will go back to my text. 

At a time when the VA anticipates implementing the most radi- 
cal change in VA health care delivery system in its history, the 
next several years will be crucial to the viability of this most valu- 
able resource. The Veterans’ Health Administration will be re- 
quired to reshape itself in a way so as to attract veteran enrollees 
and to deliver services and competition with the private sector. 
This is certainly not the time to be cutting personnel or funding re- 
sources. The VHA’s delivery system must be given every oppor- 
tunity to thrive and to survive. 

Although the National Performance Review, with its emphasis on 
streamlining and reengineering and simplification, the Federal 
Government must be taken seriously. To impose personnel cuts on 
a health care system which has, at best, the personnel capacity to 
serve veterans at a current level of care, let alone any increases in 
types and amendments of services under health care reform, defies 
logic. 

On the one hand, there is an express commitment to strengthen 
the VA health care system to operate in a competitive environment 
while on the other hand diminishing the very resources which will 
allow that to happen. If that occurs, it is simply tilting the playing 
field in a direction which would cause the VA to fail in its new mis- 
sion. Mr. Chairman, the VA must be exempt from the resource cuts 
imposed by the NPR. 

We wish to put forth our comments on the draft legislation enti- 
tled “The Veterans Health Care Pilot Program of 1994.” The legis- 
lation would allow VA to be a participant and a competitor in 
States which have enacted State health care reform legislation in 
anticipation of, and prior to, national health care reform. Failure 
to remove the administrative encumbrances which would cripple 
VA’s ability to survive in a competitive environment would be a 
disaster. 

With a few changes, Mr. Chairman, The American Legion could 
support this legislation. We believe, however, that the legislation 
should: One, permit the creation of a revolving fund seeded by ap- 
propriate dollars separate and distinct from normal appropriations 
and allow such a fund to exist on a no-year limitation basis and 
also to allow the funds collected for health care delivery to be de- 
posited in such a fund. We have concerns about tapping regular 
medical care or construction account appropriations. This mixing of 
disbursements and receipts could cloud the determination of the 
true program costs. However constructed, the ability to determine 
the costs versus expenditures for such a program must continue to 
exist. 

Number two, the application of a pilot program to all VA facili- 
ties within the State affected, without limitation on the number of 
States involved, by selecting only certain facilities within certain 
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States we would fragment the delivery of care — confuse our veteran 
beneficiaries and create unequal levels of care for veterans that 
may be affected. And, third, that the caveat that the Secretary of 
Veterans Affairs should have the discretion to determine in which 
States the pilot program would be initiated must remain. 

Mr. Chairman, The American Legion would reiterate its concerns 
that certain veterans might be disenfranchised by the provision 
which allows families of veterans to enroll and receive benefits in 
VA plans. We agree that there is a chance that some veterans may 
not choose the VA as their health care plan if their families can’t 
enroll as well. However, since all persons who wish to receive care 
in the VA must enroll in the program, and the fact that all veter- 
ans are entitled to enroll, the opportunities for disenfranchisment 
seem greatly diminished. That notwithstanding, the Secretary’s as- 
surance that nonveteran care will be contracted to other plans or 
providers until the capacity and the demand for services in VA 
have been determined must prevail. 

The VA must move quickly to define benefit packages to be of- 
fered, the cost of the premiums and the co-pays as soon as State 
health care reform programs are enacted. 

Mr. Chairman, we conclude with our statement of trust in this 
committee and this subcommittee and in VA and in the veterans’ 
organizations that VA’s transition to an efficient, cost-effective and 
competitive force in this amazing time of change will receive the 
needed support every step of the way. 

Thank you, Mr. Chairman. That concludes our statement. 

Mr. Rowland. Thank you. I think we will just move down the 
line from your left to your right. 

[The prepared statement of Mr. Buxton appears on p. 56.] 

STATEMENT OF DAVE GORMAN 

Mr. Gorman. Thank you, Mr. Chairman. Good morning. 

I would say at the outset, Mr. Chairman, that it is the DAV’s be- 
lief that the series of hearings over the years regarding the status 
of the VA health care delivery system and its need for reform have 
now laid a solid foundation and in many ways have set the stage 
for this morning’s hearing. We believe that the draft legislation, 
which is before the committee today, when put in final form and 
if enacted would represent the first genuinely tangible effort, from 
the legislative viewpoint, toward moving the VA into an era of 
health care reform. 

Mr. Chairman, the DAV believes it absolutely critical that VA be 
given broad innovative authority and flexibility for the dual pur- 
pose of launching mini reform pilot projects in those States that 
have enacted their own version of health care reform in advance 
of any national reform package being put in place. 

Also, we believe VA must be allowed to move in tandem with the 
States in their varied reform efforts. VA will, in our view, gain a 
great deal of experience from these pilots which may be extrapo- 
lated then throughout the rest of their health care delivery system. 

We feel it crucial to the long-term successes of the VA, and there- 
fore to the pilot program, to have a board of directors at each facil- 
ity participating in a plan for the purpose of continued dialogue 
and participation with VA in the delivery of health care services 
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and the conduct of the pilot programs. We would, therefore, suggest 
perhaps clarifying language be inserted in Section 3 of the draft 
legislation that would direct the creation of such a board or advi- 
sory committee to the facility directors for the express purpose of 
establishing a firm collaborative partnership providing ongoing dia- 
logue between the facility management, providers, veterans and 
other interested consumer groups. 

Mr. Chairman, as we understand it, veterans defined in Section 
1710(a) of Title 38, who now receive health care services from VA 
would incur no liability for the payment of premiums, deductibles 
or co-payments in conjunction with the pilot programs. 

Also, VA would maintain its capacity to provide for the special- 
ized treatment and rehabilitative needs of disabled veterans, in- 
cluding veterans with spinal cord injuries, blindness and mental ill- 
ness. 

Again, we feel some clarifying language or report language is 
necessary to better define and strengthen the intent of this provi- 
sion. The intent, we believe, is to assure those veterans afflicted 
with serious disabilities and/or disabilities in which VA possesses 
expertise to continue to be able to provide those services to veter- 
ans. 

In addition to the conditions listed, we would add to that list dis- 
abilities in situations involving veterans suffering from conditions 
or maladies such as posttraumatic stress disorder, homelessness, 
the broad category of veterans utilizing the services of the VA Pros- 
thetic and Sensory Aid Service and other areas where VA has a 
demonstrated level or degree of expertise. 

To simply have VA say they will continue those programs gives 
us little comfort, Mr. Chairman. Section 4 of the draft legislation 
would establish in the Treasury a revolving fund for the conduct 
of the pilot programs. Additionally, the Secretary would be author- 
ized to transfer funds from the medical care appropriation and con- 
struction accounts to the revolving fund which are determined nec- 
essary to carry out the programs. 

Mr. Chairman, as we understand the proposal, funds received by 
VA by reason of furnishing health care under the pilot programs 
from an individual, other agency or department of the government, 
or State or local governments, or health care provider, health care 
plan, or other entity would be deposited in the revolving fund. 
Those funds would then be made available for the continuing use 
in providing care under the pilot program. 

While we are generally supportive of the basic concepts and in- 
tent of the pilot programs, we would offer a note of concern and 
caution regarding the transfer of medical care funds. Certainly, we 
urge diligence on the part of VA and the appropriate oversight to 
ensure any transferred funds be used prudently and only for the 
express purpose of successfully conducting the pilot programs. 

Mr. Chairman, in regard to the other piece of legislation on the 
agenda, H.R. 3808, we believe the bill has as its intended purpose 
providing VA with increased flexibility in meeting the workforce 
needs of their health care delivery system. Section 2 would pro- 
hibit, during the five year period beginning October 1 of 1994, the 
reduction of full-time equivalent employees in VHA other than as 
specifically required by law or the availability of funds. 
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Also, and importantly, we believe, VHA would be managed on 
the basis of needs of eligible veterans and the availability of funds. 
Mr. Chairman, we are supportive of this provision. 

As we stated earlier, Mr. Chairman, while we agree and are sup- 
portive of the need for reform of the VA health care system, we do 
nevertheless have concern regarding Section 3 of H.R. 3808. Quite 
frankly, as adopted by the delegates to our most recent national 
convention, DAV resolution number 222, by which we are bound, 
opposes further contracting out of services currently performed by 
Federal employees. I would add, however, Mr. Chairman, that the 
genesis of that resolution was to oppose the concepts embodied in 
OMB circular A-76 which has as its intent the privatization of 
much of government. In tandem with such intent, it would, of 
course, mean the loss of Federal employment of countless disabled 
veterans. 

Mr. Chairman, that concludes my oral remarks. 

[The prepared statement of Mr. Gorman appears on p. 60.] 

Mr. Rowland. Thank you very much. 

Mr. Mank. 


STATEMENT OF RUSSELL W. MANK 

Mr. Mank. Mr. Chairman and Members of the subcommittee, the 
Paralyzed Veterans of America appreciate this opportunity to tes- 
tify with regard to H.R. 3808, legislation to preserve VA’s flexibility 
to maintain its medical care workforce, and draft legislation to au- 
thorize a pilot program for VA participation in State health re- 
forms. 

Mr. Chairman, PVA strongly supports H.R. 3808. This bill would 
prevent a devastating loss of personnel from the Veterans’ Health 
Administration at the very time VA is attempting to marshal all 
of its resources to compete and survive in a reformed national 
health care system. 

Due to budget shortfalls and subsequent loss of staff over the 
past 12 years, the VA health care system has already sustained a 
major erosion in its infrastructure, equipment base and service de- 
livery capacity. 

In essence, we offer our full support behind the eventual passage 
of this bill. In the interest of time, Mr. Chairman, I would like to 
spend the rest of it discussing the pilot program. 

PVA supports the concept of establishing a pilot program. How- 
ever, Mr. Chairman, PVA has identified three areas of concern in 
the process of designing pilot programs to allow VA to interact suc- 
cessfully and survive under individual State health care reform ini- 
tiatives. These areas of concern are: (1) Designing an adequate ben- 
efit/eligibility package, while at the same time maintaining the 
VA’s ability and willingness in those States to provide the tradi- 
tional additional benefits, such as care for spinal cord injury and 
dysfunction that have been unique in the VA system; (2) Determin- 
ing how the service area of the facility will be drawn in order to 
establish who will obtain benefits; and (3) Defining how and from 
what source these pilot programs will be funded. 

I would like to address, for the rest of my time, the first point 
of providing authority for VA facilities under these circumstances. 
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To offer a basic benefit package will, for many veterans, grant 
services they had not previously been eligible to receive. But basic 
benefit packages, whether under a State reform plan or under a 
national reform scenario, will also set limits on the amount of serv- 
ices VA facilities can provide. Various reimbursement scenarios 
from third parties, State or Federal entities, will drive individual 
facilities to provide services only up to the authorized level. Appro- 
priations, under any reform plan, would still be used to cover the 
additional benefits, over and above the basic package. 

Such services include specialized rehabilitation, prosthetics, sus- 
taining and long-term care for veterans with spinal cord injury and 
dysfunction, specialized care for other veterans with severe disabil- 
ities, blinded veterans, and extended mental health services that 
are unique to the VA system. 

PVA is concerned that the drive for costs containment and com- 
petitiveness, coupled with an erosion in the availability of the ap- 
propriated dollar, will entice individual VA Medical Centers to 
shrink their benefit package to the lowest common denominator 
and to abandon and discard these additional services, viewing them 
as a burden and not a traditional obligation of the VA mission. 

Over the years, the VA has established a comprehensive network 
of centers for the treatment of veterans with spinal cord injury and 
dysfunction. The centers have forged a cadre of health professionals 
trained in specialized care. Abandoning such a system would be a 
catastrophe for the VA as well as a tragedy for the veterans who 
look to the system to receive this specialized care. 

We are aware that the eventual demise of the SCI system was 
raised in positive tones more than once at the recent VA health 
care reform task force meeting in Washington. Abandoning these 
and other specialized services, which would be over and above any 
State or Federal basic benefit package, seems to PVA to be an al- 
luring temptation for any VA Medical Center director looking to cut 
costs and become more “competitive.” 

There is no mention or authorization in Title 38, USC, for care 
for veterans with spinal cord injury or dysfunction nor is there any 
reference to the existence of the VA SCI centers. We firmly believe 
these and other specialized programs are in danger under any 
health care reform scenario. 

PVA strongly recommends that the committee include a specific 
mandate for the continuation of these specialized services in both 
the legislation that authorizes the State pilot programs as well as 
the final version of the national health care reform bill. 

Mr. Chairman, I could address the other two topics but in the in- 
terest of time, that concludes my statement. Thank you. 

[The prepared statement of Mr. Mank appears on p. 65.] 

Mr. Rowland. Thank you very much. 

Mr. Brinck. 


STATEMENT OF MICHAEL BRINCK 

Mr. Brinck. Good morning, Mr. Chairman. 

As you know, AMVETS has indicated its general support to the 
President’s health plan, and that support was based largely on its 
accomplishments of the eligibility reform requirement. That is 
what we have been speaking to for years. 
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But what we didn’t sign on to was the across-the-board personnel 
cut that the Administration is now proposing that we think will 
put VA in a position to fail in its transition to a competitive mar- 
ketplace. Chairman Montgomery could not have been more correct 
when he said that it was ironic that the President’s bill would give 
VA more flexibility in personnel management decisions but OMB 
on the other hand would cut the workforce by over 20,000 in 5 
years. To us, it seems the only flexibility being given to managers 
will be to make it easy to fire, not hire. 

At the risk of oversimplifying the cuts, VHA currently employs 
about 1,400 personnel for each Medical Center in the system. A 
20,000 cut in staff means that, without increased contracting to off- 
set those losses, VA will experience a drop in treatment capacity 
equivalent to about 15 nominal hospitals. 

Chairman Montgomery has introduced H.R. 3808 to exempt VHA 
from personnel cuts during the national health care reform transi- 
tion and we enthusiastically support the bill because VA faces suf- 
ficient challenges without significantly downsizing the workforce at 
the same time. 

While the bill will not prevent the Administration from slashing 
VA payrolls as required by law or budget, it will require VA con- 
tractors to give some priority to former department employees as 
well as directing VA to assist displaced employees in obtaining 
other Federal positions or retraining programs. 

AMVETS understand that the bill in no way intends to place 
nonveteran VA employees on an advantageous or level footing with 
its veterans who may be displaced by contracting. Therefore, to 
clarify the intent of the bill, we suggest the additional of language 
that would reiterate the need for businesses with Federal contracts 
worth $10,000 or more to comply with the requirements of USC 38 
4212 to “take affirmative action to employ and advance the employ- 
ment qualified special disabled veterans and veterans of the Viet- 
nam era.” 

Further, all Federal agencies, especially VA, bear some respon- 
sibility towards monitoring contractor compliance with veterans’ 
hiring priority law. Therefore, we ask that the bill be modified to 
require VA to submit annually to Congress a list of contractors 
meeting the $10,000 threshold, along with VA-certified copies of 
the contractors’ VETS 100 reports. It is time to take the require- 
ments of 4212 seriously and VA must take the lead. 

While contracted care certainly has its place in regions where VA 
has no presence, or as a transitional method to provide care while 
VA expands its internal primary care network, or for scarce medi- 
cal specialty services, it must not be allowed to largely replace the 
VA system. Keep in mind that beyond its primary mission to care 
for veterans, VA’s secondary missions of DOD backup, national dis- 
aster response, research and development and education all require 
a critical mass of personnel and facilities to retain any credible ca- 
pability in those areas. 

For instance, VA treated over 20,000 people following the Los 
Angeles earthquake. Outside of DOD, what Federal resources could 
have been mustered if VA did not exist? We also understand that 
VA’s experience in fee-for-service treatment of veterans is signifi- 
cantly costlier than in-house treatment. Therefore, we support a ju- 
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dicious use of an integrated network of VA facilities as well as con- 
tracted services to increase the treatment capacity of the new VA 
system. 

The draft bill does not appear to place geographic limits on 
catchment areas and we support that concept because many cen- 
ters have traditionally treated veterans from many States. Obvi- 
ously, that will cause funding issues and we urge VA to find a way 
to accommodate its traditional catchment areas or catchment veter- 
ans under the same rules, if at all possible. 

We also support the provisions that require the Secretary to in- 
clude consideration of his sharing agreement authority when mak- 
ing the determination of the competitive damage to VA care. 

We support the appropriation of an amount to establish a revolv- 
ing fund for the pilot program. Additional costs for the pilot pro- 
gram should not come from an already strapped baseline. While we 
support the concept of a central revolving fund, local facilities must 
be allowed to retain some portion to test the effect of those addi- 
tional funds on local operations. 

And we fully support Section 5 provisions to ease contracting re- 
quirements, as well as allowing VA to help carry out traditional 
private sector functions like advertising and marketing. 

Mr. Chairman, once again AMVETS would like to thank the com- 
mittee and its staff for holding this hearing and that concludes our 
statement. 

[The prepared statement of Mr. Brinck appears on p. 71.] 

Mr. Rowland. Thank you. 

Mr. Magill. 

STATEMENT OF JAMES MAGILL 

Mr. Magill. Thank you, Mr. Chairman. 

H.R. 3808 introduced by Chairman Montgomery would provide 
VA flexibility in meeting the workforce needs of its health care sys- 
tem. This legislation, unfortunately, was prompted due to the fact 
that the Administration is proposing a reduction of 4,000 employ- 
ees in the VA health care delivery system during fiscal year 1995. 

We believe such a drastic employee cut would undermine VA’s 
ability to fulfill its anticipated role in health care reform and the 
treatment of veterans in general. Now is the time that VA should 
be increasing its workforce to meet its increasing work load. Espe- 
cially so if VA is to be competitive in national health care. It is 
now, however, being asked to do just the opposite and do more with 
less. 

I would also like to share comments of my colleagues with re- 
spect to VA’s response to this question. VA stated that most of the 
cuts would come from nonhands-on health care personnel. VFW is 
totally committed to a uniform team working at VA and certainly 
support staff are just as important as the physicians and nurses 
who treat our Nation’s veterans. We do, of course, support H.R. 
3808, applaud the Chairman for its introduction, and urge its quick 
enactment. 

In your letter of invitation to this morning’s hearing, we were 
also asked to offer our comments on the draft proposal that would 
authorize a pilot program for VA participation in State health re- 
forms. VFW has long maintained that VA must be encouraged and 



38 


allowed to be as competitive as possible with other health care sys- 
tems at the same time keeping with its traditional role of caring 
for our Nation’s veterans. This is particularly true if VA expects to 
be the health care provider of choice for our Nation’s veterans. 

As national health care reform is being debated here in Washing- 
ton, many States have not waited to see the final product but have 
instead implemented their own health care reform plans. While the 
draft proposal before us today does appear to allow VA to be com- 
petitive in five States which have their own health care reform 
plans, there are several areas of concern that VFW has with this 
pilot project. 

VFW is particularly concerned with the potential problem that 
may arise with respect to the catchment area of a VA pilot project 
facility. There is the distinct possibility that a VA medical facility, 
which is participating in the State health care reform program, will 
be able to offer enhanced medical care to veterans who live within 
that State. And in many cases, certain VAMCs draw veterans from 
other States where there is no VA Medical Center within a reason- 
able traveling distance. 

For example, as we heard today, the White River Junction, VT, 
VAMC also treats veterans residing in New Hampshire. In this 
particular case, identically service-disconnected disabled veterans 
being treated in the same VA Medical Center could receive varying 
degrees of treatment. 

One other area that I would like to comment on of concern is 
with respect to the treatment of dependents. The delegates to our 
most recent national convention adopted VFW Resolution No. 633, 
which supports the Secretary’s decision to oppose the treatment of 
dependents in VA Medical Centers for whatever reason when veter- 
ans are being turned away. Therefore, we cannot support this pro- 
vision of the draft bill. 

As stated previously, the VFW maintains and encourages VA to 
be as competitive as possible in its participation of health care re- 
form. We have stated this on a national level and certainly believe 
it holds true on the State level as well. We look forward to working 
with you in the drafting of final legislation on this issue. 

This concludes my statement. I will be happy to respond to any 
questions you may have. 

[The prepared statement of Mr. Magill appears on p. 75.] 

Mr. Smith (presiding). Thank you very much, Mr. Magill. 

Our next panelist will be Tom Miller. 

STATEMENT OF TOM MILLER 

Mr. Miller. Thank you, Mr. Chairman, and good morning to the 
subcommittee. 

The Blinded Veterans Association appreciates the invitation to 
participate in this hearing this morning to present our views on the 
legislation under consideration, H.R. 3808, a bill that would pro- 
vide increased flexibility for VA to meet its medical workforce 
needs, the health care delivery system, and the draft legislation 
prepared by Representative Rowland and his staff that would es- 
tablish the Health Care Pilot Programs Act of 1994. 

Frequently in the past, Mr. Chairman, organizations like ours 
have come before this committee and others urging enactment of 
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certain legislation. Seldom, however, has there been the urgency 
that I think is present today regarding the future of the VA and 
its ability to participate in a competitive health care environment. 

As we know, national health care reform has taken center stage 
here on Capitol Hill, but as Mr. Magill just indicated, many of the 
States have already moved past that phase and are about to imple- 
ment or are in implementation stages of their own health care re- 
form. 

The VA must be allowed the flexibility to be an active participant 
in these State health care plans. We believe that involvement in 
those State plans would be excellent laboratories for the VA to gain 
the necessary experience to be a viable competitor in any national 
health care reform plan that should eventually be adopted. 

Fundamental to this certainly is the VA be retained as the 
health care delivery system for an independent health care delivery 
system for our Nation’s veterans. BVA supports passage of H.R. 
3808. 

I was equally amazed, as Mr. Buxton this morning, listening to 
the VA witnesses regarding the potential impact of FTE reductions 
in the coming fiscal year and over the next 5 years. It occurred to 
me that as the VA is preparing for national health care reform, and 
indeed local or State health care reform, any reductions in staffing 
levels, it would be devastating to them. And arbitrary reductions 
in FTE, and then developing a plan to fit within those, is all too 
typical of how the VA has operated in the past. Arbitrary ceilings 
and floors have been established and then they have got to develop 
some kind of a program to fit within those. 

Needs should be driving the FTE level, the workforce level rather 
than numbers. Health care reform, I think, provides an excellent 
opportunity for VA as they become competitive and they should not 
need someone standing with a club over their head to encourage 
them to be competitive. They will be forced to make management 
efficiencies and take steps to become and to continue to be competi- 
tive if they wish to survive. 

Certainly BVA strongly supports passage of H.R. 3808. Failure 
to exempt the VA from the NPR requirements would be devastat- 
ing and certainly a prescription for the rather rapid phase out of 
the VA health care system, as we know. 

BVA is also supportive of the draft legislation for the Health 
Care Pilot Programs Act of 1994 in concept. We have several con- 
cerns as have been indicated by several of my colleagues already 
here this morning related to funding in service areas, and I would 
particularly like to identify with the concerns raised by PVA over 
the future of the special disability programs. 

Again, I heard mixed messages this morning from the panel of 
VA representatives from the various States and at one point during 
the questioning, one or more of the directors indicated that reduc- 
tions could indeed force them to reduce or eliminate special pro- 
grams. Later in their testimony they talked about how great the 
special programs were and they showcased them as being what the 
VA does best and that they would not in any way consider elimi- 
nating those programs. 

Obviously, you can’t have it both ways. We feel strongly, as PVA 
does, that there needs to be a strong mandate in any legislation to 
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ensure the continued viability of these special disability programs. 
While blindness is a low incidence disability, it is interesting to 
note that the blinded veteran population is increasing at a time 
when the overall population of veterans is decreasing. VA cannot 
manage their existing work load for blinded veterans in terms of 
providing blind rehabilitation and any further constraints on their 
staffing levels is only going to exacerbate an unacceptable situation 
that currently exists. 

In terms of the funding concerns related to funding, we believe 
that some of the revenues that are collected at the local level, be 
it State or local facilities, should be retained at that level while the 
remainder would go into a revolving fund. We have serious concern 
about providing discretionary authority to transfer funds from the 
medical care account or construction accounts. There aren’t suffi- 
cient funds there to manage the system as it is currently config- 
ured and my time just ran out. 

Thank you, Mr. Chairman. 

Mr. Smith. Mr. Miller, you want to continue just to conclude? 
Please do. 

Mr. Miller. I was right at the end anyway, that generally we 
certainly enthusiastically support passage of H.R. 3808 and would 
eagerly look forward to working with this subcommittee and the 
VA to polish the pilot draft, and I think it is incumbent that that 
be done yesterday; as we heard from the director from the State 
of Washington, they have to have a comprehensive plan ready to 
go by February 1 of next year. That doesn’t leave them much time 
to take care of the things they need to do to get ready to participate 
in the competitive environment. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Miller appears on p. 77.] 

Mr. Smith. Thank you for your testimony. 

Our next speaker, Mr. Paul Egan, Executive Director, Vietnam 
Veterans of America. 

STATEMENT OF PAUL EGAN 

Mr. Egan. Thank you very much, Mr. Smith. 

I think it is important to place both of these bills, both H.R. 3808 
as well as the draft bill, in some sort of context. On one hand, we 
have a proposal from the President for health security that offers, 
unlike any other plan that is floating around Capitol Hill, the VA 
an opportunity to remain an independent agency; offers the oppor- 
tunity to remove a variety of complicated and extremely trouble- 
some eligibility criteria. It recognizes the importance of competition 
and asks the VA, in essence, in order to survive, to take care where 
the veteran is, which necessarily means contracting for health serv- 
ices. 

On the other hand you have got an OMB that inserts into the 
fiscal year 1995 budget proposals to drastically cut back on VA 
health care personnel. H.R. 3808, I think, properly authorizes the 
Secretary as he deems appropriate to maintain current staffing 
levels. 

The provisions within the bill that relax regulations on contract 
authority I suppose have to be read in a couple of different ways. 
I think if I were OMB I would read that to mean that we can just 
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willy-nilly cut back on VA health personnel. However, from a policy 
standpoint, and it might be well to modify this bill in some way to 
more specifically identify what kind of contracting we are talking 
about, it is important with or without national health reform that 
VA affirmatively begin to contract, begin to engage in sharing ar- 
rangements so that the care can be made available where the vet- 
eran is. Someone earlier identified the problem with VA as access, 
access, access. That couldn’t be more true. 

It would seem to us with the draft bill that it is self-evidently 
necessary to give the VA in those States flexibility in creating pilot 
projects that will permit it to compete in those States where reform 
is already in place. 

We would comment, however, on the part of the bill that dis- 
cusses the funding mechanism, the revenue that is generated in 
these pilots. We think that what is appropriate in these pilots is 
also appropriate at the national level and that is that the lion’s 
share of revenues generated by people choosing to get their care at 
the VA ought to be kept at the level of the pilot or the level of the 
plan. 

Certainly, some amount of it ought to be used for marketing and 
perhaps some other things, but making sure that the funding stays 
with the entity that is competing successfully makes sense to us 
and in the process avoids the possibility of political monkeying 
around with these funds and avoids the possibility of rewarding 
plans that are losers. 

It is disappointing to look at the proposal in the 1995 budget on 
VA health care personnel because the promise from our perspective 
of the President’s plan is great. It is hard to think of a time that 
was more exciting than the weeks that several of us spent with 
over 200 VA employees that were brought into town and divided 
up into 19 different work groups essentially attempting to come up 
with a plan using the Clinton proposal as an assumption as to how 
the VA can find a way to survive in a competitive environment. 

The spectacle of watching VA employees embrace the idea of 
competition, embrace the idea of being cut loose from some of the 
regulatory constraints, but then the proposal in the budget comes 
that essentially says, well, in spite of what we said about you being 
an independent agency, in spite of what we said about your ability 
to compete and how we are going to help you, we are going to cut 
your personnel. 

And that is at least one reason why in our testimony we have 
articulated a position, a proposal, if you will, calling upon the VA 
in the national health environment to compete not only for middle 
income paying customers but also for the service disabled that the 
system was created to serve. 

The question has to be asked and an answer has to be given, 
what happens in a national health environment if VA doesn’t make 
it? Once a program goes through the congressional meat grinder it 
isn’t at all clear what it is going to look like. It isn’t at all clear 
whether the VA is in fact going to be part of this plan. It isn’t en- 
tirely clear whether VA is going to be placed in a competitive posi- 
tion on a level playing field. That being so, we think that it is espe- 
cially important as part of whatever develops in national health, 
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what program, that we look to the future in order to protect the 
availability of free care for the service disables. 

That concludes my testimony. 

[The prepared statement of Mr. Egan appears on p. 82.] 

Mr. Rowland. I want to thank you very much. We have some 
additional questions that we will want submitted for the record and 
we would like to have you answer. 

(See p. 162.) 

Mr. Rowland. I guess what I am hearing from you as well is 
that the VA is not going to be competitive if these kinds of cuts do 
take place. Is that what I am hearing from you, all of you? 

Mr. Magill. Yes, sir. 

Mr. Egan. Yes, sir. 

Mr. Rowland. Does anyone disagree with that statement. Very 
well. I just wanted to get that as part of the record. I thank all of 
you very much for being here. 

Mr. Smith. Mr. Chairman, I have a question. 

Mr. Rowland. I am sorry. 

Mr. Smith. I will just ask one and submit the others for the 
record as well. 

As you know, Mr. Chairman, during reconciliation last year, the 
veterans’ service organizations very adamantly and very wisely op- 
posed shifting the costs of service-connected care to insurers. My 
question is, do you believe that employers should now bear the cost 
of that care? We are talking about service-connected — disabled vet- 
erans being paid for, or their care being paid for by way of an em- 
ployer mandate. Do you agree with that or disagree with that? 

Mr. BUXTON. Mr. Smith, we certainly can say that the govern- 
ment has a responsibility. The United States Government has the 
responsibility for the service-connected care for the disabilities. We 
would think that would be improper to transfer that responsibility 
to somebody in the private sector. 

Mr. Gorman. IBM or Kodak or General Motors doesn’t make vet- 
erans. The Federal Government and its policies created veterans 
and therefore the Federal Government has the responsibility to 
continue to fund the cost of care for service-connected disabilities. 

Mr. Mank. PVA concurs with both of those statements. 

Mr. Brinck. So would AMVETS. 

Mr. Egan. Well, the short answer is the Vietnam Veterans of 
America concur as well. It is important to point out for the record, 
after all, despite the fact there are a variety of different classes of 
individuals in this country laying some claim to Federal resources, 
there is no other class besides disabled veterans who can more 
squarely lay the reason for their disabilities at the foot of the Fed- 
eral Government, and so the care of those individuals must be paid 
by the Federal Government and that, we believe, is true whether 
they were treated in the VA or in the private sector. 

Mr. Miller. Mr. Chairman, the Blinded Veterans Association 
concurs with all the other organizational comments and that the 
Federal Government or national health care reform cannot be a ve- 
hicle for relieving the Federal Government of the moral and finan- 
cial responsibility for the care of service-connected disabled veter- 
ans and that is unacceptable, and I am afraid that there are those 
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that may view that as a way of reducing that $38 billion appropria- 
tion. 

Mr. Magill. The Veterans of Foreign Wars concurs. 

Mr. SMITH. Thank you. I just want to thank this panel again for 
your excellent testimony. It is helpful to us to hear such unity as 
well as very well reasoned arguments as you made today. I think 
it is also important, too, and I say this not in a partisan way, but 
there has been an attempt to try to roll a lot of organizations, 
groups, providers, and the like by saying, if you don’t play you are 
not going to be there at the table and you are going to be left out. 
It is being done with members individually. It is being done with 
organizations and thankfully the VSOs have said, wait a minute, 
this is not good for our membership, it is not good for veterans at 
large. You have been able to speak out with clear and well rea- 
soned arguments, so I just want to thank you for that. 

It is not a sure bet, as you well know, that the President’s plan 
will pass and survive. I find in my own district, and most recent 
polling shows, that since the first time polling has been done on the 
President’s plan, the majority does not now favor it. And the more 
you look at details, the more one becomes concerned and perhaps 
even vexed by some of the problems it will unleash, including ra- 
tioning. The people to get hit when rationing kicks in are the ones 
that need it: the catastrophic care people, the people with spinal 
cord injuries, the preemies. 

Obviously, that is not a mandate for the veterans’ organizations, 
but they are expensive, especially trying to take care of a pre- 
mature child when you have cost savings and ceilings on what can 
be spent. Those groups of people will fall by the wayside, so I thank 
you so much for your testimony. 

Mr. Gorman. Mr. Smith, may I make a comment please, and I 
don’t necessarily disagree with anything you have said. But I think 
it needs to be clear that at least in the DAVs viewpoint we are em- 
bracing the concept of the Clinton plan, that includes the Depart- 
ment of Veterans Affairs health care system. 

For years — as someone made the comment up here at the table — 
for years the VSO by means of Independent Budgets and hearings 
such as this have come in and said time and time again VA needs 
to take care of itself, it is broken, it is fragmented, it needs to be 
fixed. And this is really the one vehicle that is on the table right 
now to at least try to address that issue, and I don’t think anybody 
is necessarily locked into any binding precepts about what plan is 
out there to deal with the VA but there is no other discussion going 
on, and certainly no other legislation introduced. So I just wanted 
to make that comment, but it is good for the debate that this is 
happening now. It is good for the debate. I see you don’t necessarily 
disagree with me. 

Mr. Smith. I would like to respond briefly. I support the concept 
as well, although there are parts of that concept when it was re- 
duced on paper into legislative language that causes one to say, I 
think the devil is in the detail. And I just want to say that we do 
need reform, that is a given. Whether or not this is the reform that 
will lead to more problems or actually resolve the question is an 
open question. Thank you. 

Mr. Rowland. Mr. Magill. 
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Mr. Magill. What I would just like to add, to expand on what 
Dave said, right now the only health care plan that addresses vet- 
erans is the administration plan, and I think that is important, 
that the rest of the plans don’t even mention VA and certainly we 
are at the VFW, and I think I share this with the rest of the panel 
up here that we are concerned about that and I just wanted to 
make that point. 

Mr. Rowland. Thank you. 

Mr. Rowland. The next panel will be Dr. John Burton, Sec- 
retary-Treasurer, National Association of VA Physicians and Den- 
tists; Bette Davis, President, The Nurses’ Organization of the VA; 
and Chapin Wilson, Legislative Representative with the American 
Federation of Government Employees. 

We would ask that you limit your oral presentation to 5 minutes 
and your entire statement will be made a part of the record. 

Dr. Burton. 

STATEMENTS OF JOHN BURTON, D.D.S., SECRETARY-TREAS- 
URER, NATIONAL ASSOCIATION OF VA PHYSICIANS AND 
DENTISTS; BETTE DAVIS, PRESIDENT, THE NURSES’ ORGANI- 
ZATION OF THE VA; AND CHAPIN E. WILSON, JR., LEGISLA- 
TIVE REPRESENTATIVE, AMERICAN FEDERATION OF GOV- 
ERNMENT EMPLOYEES (AFL-CIO) 

STATEMENT OF JOHN BURTON, D.D.S. 

Dr. Burton. Thank you, Mr. Chairman. Good morning. My name 
is Dr. John F. Burton. Although I am employed as the Chief of the 
Dental Service at the William Jennings Bryan Dorn VA Hospital 
in Columbia, South Carolina, I am here today as an officer of the 
National Association of VA Physicians and Dentists (NAVAPD), the 
professional organization of the 14,000 dedicated doctors of the VA. 

As a member of the VA system for over 20 years, having served 
in national and local positions in five different Medical Centers, I 
have observed the doctors of the VA and know of the personal sac- 
rifices they make to provide the highest quality of patient care. 
They believe that the VA health care system is a national resource 
that should be an integral part of any national health care system. 

The VA health care system provides high quality health care at 
costs that are significantly lower than in the private sector. For ex- 
ample, VA Central Office just last week released estimates that 
showed that VA dental services provided in fiscal 1993 would have 
cost 26 percent more if contracted out. The VA health care system 
provides clinical experience to 65 percent of the medical students 
in this country. It provides residency training for over 50 percent 
of the practicing physicians in this country. And the VA medical 
system provides unique opportunities for research. 

Despite years of negligent and chronic underfunding, the VA sys- 
tem is, to a great extent, a monument to what is right about this 
Nation’s health care system. VA doctors want to provide the quality 
of patient care which has led the JCAHO to score VA hospitals 
higher than average in recent overall ratings. At the same time, we 
do understand the need to cut spending. 

If we are given a level playing field, we are supportive of the 
kind of accountability that is envisioned under reform. However, 
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every surgeon knows there are cuts that can be fatal and I see 
signs that we are reaching a point in the VA medical system where 
even the most dedicated doctor and health care provider will not 
be able to overcome the lack of equipment and support personnel 
at today’s patient levels. 

Even the increase of $500 million in this year’s budget request 
is approximately $2.3 billion less than the amount specified by the 
Independent Budget. Of relevance to these hearings is the fact that 
the $41 million decrease in medical prosthetic research will effec- 
tively cripple that program with decreases equal to 830 positions. 

This is just one area of patient impact under consideration today. 
Medical care is scheduled to lose more than 3,600 FTEE, of which 
73 percent are estimated to be direct patient care positions. 

I see no way we can sustain such a loss without having addi- 
tional impact on the quality of care. For this reason, we strongly 
support H.R. 3808 to provide VA flexibility and stop the bleeding 
of our workforce. In fact, our workforce is so thin in some areas 
that I could give you examples where the loss of a single critical 
employee can cause a major disruption of health care services. 

We are supportive of efficiency measures and even downsizing 
that are justified within the context of our mission today and the 
broader mission contemplated under reform. But we are saddened 
to see arbitrary cuts that sap morale and frustrate our efforts to 
provide proper care for our patients. 

In addition, we feel there should be a higher level of concern 
than has been evidenced for the defense mission of the VA as a 
backup system to handle active duty casualties in the case of con- 
flict. A system that is dismantled cannot be put back together over- 
night. 

We are even more concerned at the kind of chaos that could be 
wrought by health care reform plans that do not fully consider the 
impact on the VA health care system and make that system a full 
partner in their efforts. For that reason, we also fully support the 
Veterans Health Care Pilot Programs Act to set up pilot programs 
in those States that are already instituting health care reform. 

We ask that you help us in our quest to maintain the quality of 
patient care in the VA health care system by approving H.R. 3808 
to preserve VA’s flexibility in meeting the medical workforce needs 
and the Veterans Health Care Pilot Act of 1994. 

We are proud of the system we have helped create and want to 
help in bringing it into a new era of success in serving the Nation. 
Thank you. 

[The prepared statement of Dr. Burton appears on p. 90.] 

Mr. Rowland. Thank you. 

Ms. Davis. 


STATEMENT OF BETTE DAVIS 

Ms. Davis. Mr. Chairman and Members, thank you for inviting 
NOVA to testify today. NOVA applauds the introduction of H.R. 
3808, legislation that would put off any health care staff reductions 
until the VA can more realistically determine its workforce needs. 

The Secretary must have this option if VA health care facilities 
are to be viable partners in offering VA health plans for veterans. 



46 


At a time when VA is preparing to meet an additional demand 
in its services, both by veterans already in the private sector and 
from a present downsizing of the Defense Department, we are now 
being asked to decrease an already lowered, yearly lowered FTE 
ceiling just to provide current care. 

Right now in most VA facilities it is difficult for VA nurses to 
function on the FTE ceilings assigned to nursing each fiscal year. 
Among the obvious telling signs is the necessary amount of dollars 
used for overtime and for RN pools established for additional nurs- 
ing coverage. Now, more than ever, is the time to recognize the 
need for adequate staffing numbers and use budget dollars for offi- 
cial FTE positions. Health and lifesaving care cannot be ignored, 
postponed or sacrificed. 

NOVA is concerned that workplace restructuring, the impact of 
mandated employee cuts as proposed for Federal agencies would 
essentially halt any attempts for comprehensive health care reform 
legislation, just as the VA is on the brink of something beneficial 
happening. OMB’s proposed reduction would prevent VA from be- 
coming a competitive participant. 

VA’s registered nurses’ contribution as frontline providers of 
health care to the Nation’s veterans is extraordinary. Failing to fill 
vacancies and reducing RN staff could pose serious problems of 
quality and safety in patient care. Patients who are hospitalized 
are more seriously ill and require an even higher RN-to-patient 
ratio than in the past for delivering more complex care. 

The cost effectiveness and quality of care of using RNs in all set- 
tings has been demonstrated but NOVA fears that attempts to 
lower costs immediately will shift more direct patient care to lesser 
trained health care workers and aides. Published research shows 
that hospital mortality rates, patient complications, readmission 
rates, and patient lengths of stay all decrease as the number of 
RNs caring for patients increases. Adequate RN nursing care saves 
money, ensures quality care, and contributes to positive patient 
outcomes. 

Demand for RNs will even be greater. Opening doors for ex- 
panded care for veterans who have already delayed or deferred care 
takes appropriately prepared nurses and other professionals to en- 
sure a successful transition into more comprehensive care and for 
implementation of programs already proposed and under way. 

NOVA also supports legislation that would provide authority for 
the Secretary to establish and operate pilot programs in up to five 
States which have enacted a State health reform plan. 

Pilot programs would provide VA an early opportunity to test its 
ability to compete for enrollment in VA health care plans and pro- 
vide transition models for the future. 

A reorganization of VA under health care reform must take place 
at the local Medical Center level. Thus, NOVA endorses VA’s par- 
ticipation in pilot programs as outlined in the draft legislation. Fac- 
tors of health coverage include consideration of benefits afforded 
State residents, the cost of financially supporting a viable plan, as- 
surances of no-cost care for service-connected veterans, and the 
continuation of access for specialized treatment programs of dis- 
abled veterans. 
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Establishment of a revolving fund for conduct of the pilot pro- 
grams without fiscal year limitation for expenses and for other 
means to receive funds from State plans are imperative to carry 
out the purposes of the pilot program. Such an approach increases 
flexibility and assurance of positive results. 

For VA to give comparable health care in a State which has en- 
acted a State reform plan, it is important that VA Medical Centers 
be able to function more autonomously and enter agreements with 
health care plans’ insurers and other health care providers. NOVA 
believes veteran clients would actively participate in establishing 
health care priorities, governance and future direction of each Med- 
ical Center, if enlisted. 

Mr. Chairman, thank you for the opportunity to share with you 
nursing concerns related to health care staff reduction and the 
VA’s participation in State health reforms. 

[The prepared statement of Ms. Davis appears on p. 93.] 

Mr. Rowland. Thank you. 

Mr. Wilson. 

STATEMENT OF CHAPIN E. WILSON, JR. 

Mr. Wilson. Thank you, Mr. Chairman, for asking AFGE here 
today. I am here on behalf of Bobby Harnage, the National Sec- 
retary-Treasurer. He wasn’t able to be here this morning. I will be 
very brief because, most of what I might say is in our testimony 
in terms of our concerns, so it would be redundant. I won’t unnec- 
essarily take the committee’s time. 

I would like to say we represent about 125,000 VA employees na- 
tionwide. We don’t think we have enough staff to carry out the 
services that are needed now. We are very much supportive of the 
major thrust of H.R. 3808, which is to basically stop the downsizing 
of the VA. We believe that agencies ought to be right sized, not 
downsized, and what I would like to do is just give a little perspec- 
tive here about where the Administration and the OMB particu- 
larly appear to be coming from. 

The cuts throughout government are basically arbitrary and ca- 
pricious. It has been established in testimony before Congress- 
woman Eleanor Holmes Norton’s subcommittee of the Post Office 
Civil Service Committee that the administration witness could in 
no way justify or define or point to any studies or any kind or any 
review which would support the across-the-board downsizing in the 
departments. 

Of the 252,000 FTEs that are to be cut in the outyears, 118,300 
are to be cut this year. The VA simply has been allotted its pro 
rata share without regard to anything. I think it would be incum- 
bent upon this committee to ask the VA and the OMB where is 
your study; where is your review to justify these cuts in FTEs? 

AFGE is supporting the President’s plan for reinvention. We are 
not opposed to efficiencies. We are not opposed certainly to giving 
better and more efficient care to the VA population. We are op- 
posed to things that are arbitrary and capricious and without foun- 
dation, and we think with respect to these cuts they are without 
foundation. 
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H.R. 3808 will do a great deal to remedy these problems. We 
would very much like to see a very close look at all contracting out. 
We take great exception to it generally. 

There is a recent study by the GAO which was asked for by Sen- 
ator Pryor on the Governmental Affairs Committee which has been 
published which basically says that it is cheaper generally to do 
things in-house in the government rather than contract them out. 

There are massive problems generally — cost overruns, et cetera, 
et cetera. I would encourage the committee to look at all of that 
before offering either in H.R. 3808 and certainly in the pilot project 
broad, broad sweeping authority to contract services out. 

I would be happy to answer any questions. Thank you very 
much. 

[The prepared statement of American Federation of Government 
Employees appears on p. 97.] 

Mr. Rowland. Thank you. Please give my best regards to Bobby 
Harnage. He is a good friend. 

Mr. Wilson. I will. I know that he is. 

Mr. Rowland. We do have some questions but I was late and we 
will just submit those questions to you and ask that you respond 
for the record. Thank you very much for being here this morning. 

[Whereupon, at 12:04 p.m., the subcommittee was adjourned.] 
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STATEMENT OF 
ELWOOD J- HEADLEY, M.D, 

ACTING DEPUTY UNDER SECRETARY FOR HEALTH 
DEPARTMENT OF VETERANS AFFAIRS 
BEFORE THE 

SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
COMMITTEE ON VETERANS AFFAIRS 
HOUSE OF REPRESENTATIVES 
MARCH 8, 1994 

Mr. Chairman and Members of the Committee: 

I am pleased to be here this morning to discuss two 
important pieces of legislation before the Subcommittee. 

The first measure is your draft bill to allow VA to 
participate, on a pilot basis, in state health reform 
activities. The second bill, H.R. 3808, would limit the 
Administration's efforts to trim the Federal work force over 
the next five fiscal years. 

STATE HEALTH REFORM DRAFT BILL 

The Nation is focused on the need for reform of our health 
care system. Last Fall the President submitted legislation 
to the Congress which will ensure all Americans of access to 
affordable health care. Congress is now considering that 
legislation. However, many states are not waiting for 
national health reform. They are proceeding to enact their 
own hea«lth care reform measures now. 

As a result, one of our first activities was an initiative 
to ensure and enable VA participation in State health care 
reform activities. We in VA plan to move with the States as 
partners in developing better ways to meet veterans' health 
care needs, reduce costs and maintain the highest levels of 
quality service. 

The VA has compiled extensive data on state-based health 
care reform activities occurring throughout the country. We 
have reviewed State legislative proposals, State health care 
commission reports and other materials to assess the extent 
to which we can anticipate some effect on veterans 1 health 
care delivery. As a result of our review, we are focusing 
on nine (9) States and the Commonwealth of Puerto Rico that 
have already enacted State health care reform legislation or 
have received or requested waivers permitting Medicaid 
demonstration projects. The States are: Arizona, Florida, 
Hawaii, Maryland, Minnesota, Oregon, Rhode Island, Tennessee 
and Washington. In addition, we are closely monitoring 
States in which we expect significant health caie reform 
legislation to be enacted in 1994. These include 
California, Colorado, Montana, New York, and Vermont, as 
well as the Commonwealth of Pennsylvania. We also recognize 
that nearly twenty (20) States have special commissions or 
task forces preparing reports to present to their 
legislatures, so we can foresee an increase in. the number of 
States with health care reform plans in the coming months. 

We continue to monitor these reports and the activities of 
the respective State legislatures. 
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We continue to monitor these reports and the activities of 
the respective State legislatures. 

With respect to the State legislation that has already been 
enacted, our review indicates that generally the States are 
first working to provide poor and uninsured citizens with 
health care coverage through managed care plans. They may 
also plan to phase-in additional categories of residents 
over a period of years. States, such as Washington, that 
have adopted universal coverage still require Federal 
waivers from ERISA (Employee Retirement Income Security 
Act), Medicare and Medicaid restrictions before they may 
achieve full implementation 

Now, let me address some specific concerns about VA and our 
participation in State health care reform: 

While it is still too early to fully determine the actual 
effect on VA of state-based health care reforms, we do know 
that some veterans who currently use the VA system will gain 
increased access to other non-VA health care services. 

These veterans may elect to enroll in State-approved health 
care plans, rather than seek care from VA. This may be 
particularly true in States like Tennessee where the basic 
benefits package is richer than what VA is now statutorily 
permitted to provide to most veterans, especially with 
regard to outpatient and preventive care services. 

The number of veterans who will become eligible for State 
health care coverage under States' reform varies. For 
instance, Oregon's reform sets the threshold at all citizens 
below the Federal poverty level. Of the over 38,000 
veterans treated at VA facilities in Oregon, approximately 
4,500 - or 12% of the patients - would meet this 
requirement. The State of Florida sets 250% of the Federal 
poverty level as the income threshold for their "MedAccess" 
program. This could effect an estimated 21,000 of the 
153,000 veterans treated by VA facilities in Florida - or a 
potential 14% of VA patients. 

There are several challenges posed to VA with State health 
care reform: 

We are a public health care system and lack experience in 
participating in a competitive business environment. We do 
not currently have all of the financial, information, and 
other necessary systems and structures in place to operate 
like a business. While we have gained some experience in 
recent years such as billing third party payers through the 
Medical Care Cost Recovery (MCCR) program, we still have a 
long way to go in this arena. 

We are a Federal health care system and lack experience in 
dealing with State governments. Most of the State health 
care reform legislation that has passed to date has not 
considered the VA as a participant, primarily because the 
States are not aware of the significant role that VA plays 
in community health care. Although we have for years 
enjoyed effective working relationships with the State 
Directors of Veterans Affairs, we have generally not had a 
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must change and are working toward that end as you will hear 
later. 

We are a National health care system and, as such, have 
requirements including eligibility criteria that apply 
system-wide. Therefore, . we currently lack the flexibility 
to tailor services to meet the diverse requirements imposed 
by each individual State's legislation. 

VA has responded to the challenges of State health care 
reform in several ways . 

First, the Department has developed a unified vision for 
VA's role in national health care reform. We have a system- 
wide commitment to participation in State health care reform 
as a key first step to meeting our vision. 

Second, we designated one or more VA medical center 
Directors within each State as "Lead Director." These 
individuals are responsible for coordinating the State's 
plans for VA participation in State health care reform with 
an eye toward National health care reform. The Lead 
Director is expected to ensure that State and private sector 
officials are aware of VA's current role in the State and 
our interest in participating as plans are being made for 
State reform. Further, we are encouraging our managers 
throughout the country to become more involved in their 
State’s health care reform activities. 

Third, we have begun a state -based strategic planning 
initiative that brings together VA facilities in a State to 
develop a unified plan for providing health care services to 
veteran customers and identify actions required at the local 
and national levels to ensure VA participation. We started 
this strategic planning activity with VA facilities in six 
States that have implemented (or are implementing) 
significant state -based health care reforms. These states 
are Washington, Oregon, Tennessee, Florida, Vermont and 
Minnesota. However, this effort will be expanded shortly to 
incorporate facilities in additional priority States. 

Fourth, we have initiated a relationship with the Health 
Care Finance Administration (HCFA) to ensure appropriate 
consideration of VA and veterans in their review and 
approval processes of State requests for Medicaid waivers. 

Fifth, we are now educating State officials on the role of 
VA in their communities. VA is an important national health 
care resource that enhances the health care capabilities of 
the State and also contributes significantly to the economic 
vitality of local communities. Last year VA spent $5.2 
billion on goods and services for its medical centers while 
a labor force of 237,000 individuals substantially affected 
local economies. In addition, VA contributed $85 million to 
construction and acquisition of State veteran homes, and 
provided clinical training to over 100,000 students in the 
health professions. 

Sixth, we are providing information to State legislatures in 
a variety of forums to ensure that VA is considered in State 
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health care reform deliberations . We also are attending 
meetings with Governors' Veterans Advisory Committees and 
working closely with representatives of Veterans’ Service 
Organizations at the State level. 

The different state reform initiatives vary in detail, but 
they generally include the common theme of increasing access 
to care. Additionally, they often ensure that citizens will 
receive a standard benefits package containing a wider array 
of services than we can now furnish to veterans . In that 
situation, many veterans who now obtain care from VA might 
choose to seek services in another setting. To ensure that 
VA is able to continue providing veterans with the care and 
services they need and deserve, we must be allowed to 
participate in the new health care marketplace that is 
emerging in these States. Further, we want to ensure that 
VA is a player and holds a place in State reformed health 
care markets which are forming now and which will probably 
remain in place under a reformed national system. That 
requires Federal legislation. 

You have asked us to comment on the draft of a bill which, 
we understand, is still in a somewhat evolutionary stage. 
Accordingly, our comments on the draft you provided us will 
address bhe major issues covered by the bill, rather than 
any specific language. The bill would permit VA to 
establish pilot programs in up five states which have 
undertaken health reform. At the pilot sites, we would 
provide health care on the same or similar basis as care is 
furnished by other health care providers in the State. 

Your bill has much in common with an Administration bill 
which we plan to submit to Congress in the very near future. 
Both your bill, and the Administration bill, would allow us 
to continue serving veterans in those States where 
significant expansions in access and coverage to residents 
of that State could jeopardize our patient base. Also, both 
bills would allow us to gain the kind of valuable experience 
we will need to be competitive in the health care 
marketplace we anticipate will result with enactment of 
national health reform. 

Your draft bill would provide us with broad authority to 
enter into sharing arrangements with health care plans, 
insurers, health care providers, or with any entity or 
individual to either furnish or obtain any health-care 
resource. We could enter into such an agreement without 
regard to any other law, but only if necessary to maintain 
an acceptable level and quality of service to veterans. 

We believe that some expansion of the current VA sharing 
authority contained in 38 U.S.C. § 8153 is desirable in the 
States with reformed health care systems where pilots would 
be established. The Health Security Act contemplates 
expanded sharing as one of many ways to assist VA in 
competing under health reform. The House draft bill would 
expand sharing far beyond the policies of the health 
Security Act by providing expanded authority to facilities 
not competing in State health reform, i.e., as part of a 
State pilot. Our bill will provide needed sharing authority 
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while maintaining policies consistent with the Health 
Security Act . 

If we are unable to meet the needs of veterans through 
expanded sharing, the bill provides another mechanism which 
will facilitate our participation in state health care 
reforms. Like the bill we plan to submit to Congress, it 
would authorize the conduct of pilot programs in up to five 
states. At the pilot sites, we would establish health plans 
to furnish veterans and their dependents with care on the 
same or similar basis as care would be mandated for other 
citizens under State law. 

Further, the Secretary could authorize a pilot in a state 
only after determining that failure to do so would result in 
a decline in VA workload to the extent that it would 
threaten a facility's mission, or result in serious 
deterioration in the quality of care provided. We have some 
concern with respect to this condition; potential decline in 
workload should not be the only reason for establishing 
pilot projects. As we said earlier, another reason for our 
participation in these pilot projects is to permit us to 
obtain the valuable experience we will need to compete in 
the health care marketplace we anticipate will result with 
enactment of national health reform. There is, however, 
nothing in the house draft bill that would preclude us from 
considering this factor in selecting pilot States. We are 
raising this point simply to make the Committee aware of 
this issue. 

The bill also provides that under any pilot program, 
veterans who now have mandatory eligibility for care, (so- 
called category A veterans) would have to be able to receive 
care without incurring liability for any premium, 
deductible, or copayment. At least 30 days before actually 
initiating a program, the Secretary would have to submit a 
report to the Congress fully describing how the pilots would 
work. We support both of these provisions and intend to 
include them in the Administration’s own bill. 

Under the draft bill we would also have to ensure that we 
maintain a capacity to provide the specialized treatment and 
rehabilitation we now provide even if the state plan does 
not provide for that. Included would be care for blind and 
spinal cord injured veterans, and those with mental illness. 
We support those provisions. 

To facilitate financial management of the pilot programs, 
the draft bill would establish a revolving fund. It would 
authorize an appropriation to the fund for each fiscal year 
from 1995 through 2000, and would permit the Secretary to 
transfer funds from the Medical Care Appropriation Account 
and the Construction Appropriation Accounts into the Fund. 
Additionally, funds collected from 3rd party insurance 
carriers that are in excess of amounts CBO estimates we 
would collect under current law for the years the pilot 
would operate, would be added to the fund. Amounts in the 
fund would be available until expended for all purposes of 
carrying out the pilot programs, except they could not be 
used for major facility construction or leasing. Several of 
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the revolving fund provisions of the bill are similar to 
provisions which will be included in the Administration's 
bill, and are essential to the success of pilot programs. 

We would suggest, however, that the bill not include 
authority to transfer funds from appropriated accounts. 

These funds are already available to the facilities at 
levels determined by the Secretary. We also recommend that 
the bill be modified to limit appropriations to the period 
of Fiscal Years 95-97, to be consistent with the 
implementation assumptions underlying the Health Security 
Act . 

Additionally, the House bill would authorize the Secretary 
to establish checking and savings accounts. We are 
currently discussing with the Department of the Treasury 
whether this is necessary. The outcome of these discussions 
will be reflected in our bill. 

Other provisions in the bill would provide specific 
authority for us to conduct market and consumer surveys, and 
promote and advertise our health plans. It would also ease 
current restrictions on our ability to reorganize our 
facilities when necessary for the success of the pilot. We 
support these provisions which we anticipate including in 
our own bill. 

We cannot support, however, the provision to grant the 
Secretary authority to enter into contracts for health care 
services without regard to any law or regulation. We 
believe this authority is too broad. This would exempt VA 
from criminal and revolving door statutes, the Anti- 
deficiency Act, and the Clean Water and Air Acts. Our own 
bill will include a more limited version of the contracting 
authority provision. 

As I indicated previously Mr. Chairman, we will soon be 
sending a bill to the Congress which would accomplish many 
of the things that this bill is intended to accomplish. We 
urge you to give consideration to the provisions of our bill 
when it is complete. 

H.R. 3808 -- WORK FORCE REDUCTIONS 

As you know Mr. Chairman, Vice President Gore undertook the 
National Performance Review process in an effort to 
streamline the way the Government does its business. One 
result of that effort was a determination that substantial 
reductions are needed in the number of Federal employees. 

The Administration anticipates that reductions will take 
place in our Department as well as other departments 
throughout the Government . 

H.R. 3808 would make it impossible for the Veterans Health 
Administration (VHA) to participate in proposed reductions. 
It would also ease restrictions on our ability to contract 
for services now provided by Federal employees. The bill 
provides that during Fiscal Years 1995 through 1999, no 
reduction could be made in the number of full-time 
equivalent employees ( FTEE ) working in VHA unless 
specifically authorized by law, or required by the 
unavailability of funds. It provides that VHA personnel 
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should be managed on the basis of the needs of eligible 
veterans and the availability of funds. The bill would also 
lift the restrictions on contracting imposed by 38 U.S.C. § 
8110(c) for the same five year period. 

Mr. Chairman, while we can appreciate the objective of this 
bill -- to assure our ability to effectively participate in 
the new health reform process --we believe the approach 
taken is premature and unnecessary. In an effort to meet 
the goals identified in the President's budget, we have 
already identified ways to streamline VA operations. For 
example, we are eliminating the supply depots because they 
are no longer cost-effective. We are reorganizing VHA's 
field operations into veterans service areas, which will 
significantly reduce the number of staff in our regional 
offices. We are also evaluating the desirability of 
consolidating personnel, procurement, and other 
administrative offices now located in each hospital. 
Throughout the Department we are exploring ways to deliver 
services more efficiently. This includes consideration of 
new approaches to the provision of health care under health 
reform. As these examples illustrate, there are real 
opportunities for savings in VA. 

I want to assure you that in the President's efforts to 
reduce Federal employment, VHA has not been held to a 
formula-driven, across the board reduction. As you know, 
with 212,657 full-time equivalent employees, the VA medical 
care system is by far the largest Federal civilian agency 
employer on budget -- larger than the Departments of Health 
and Human Services, Treasury, and Justice individually, and 
six other cabinet agencies combined. Its sheer size and the 
necessity of being competitive suggest that VA can 
participate in meeting the President's goal. We believe 
there are still more steps we can take to improve VA's 
efficiency and delivery of service. For that reason, we do 
not support the enactment of H.R. 3808. 

In conclusion, Mr. Chairman, let me say that the Department 
of Veterans Affairs has set forth its vision to become a 
successful participant in the reformed National health care 
delivery system that this country will soon enjoy. We will 
offer a full range of services, enhanced by education and 
research, benefiting veterans and their families, and the 
Nation as a whole. Successful participation in State health 
care reform will further our goals. National health care 
reform represents an unprecedented opportunity for the VA 
health care system to become a key player in State and 
regional health care systems. We know that we must move 
ahead now with the States as partners and we want to ensure 
that VA has an effective role in the health care activities 
that are quickly moving forward in the States. 

I thank you for this opportunity to speak with you and look 
forward to your questions. 
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STATEMENT OF FRANK C. BUXTON, DEPUTY DIRECTOR 
NATIONAL VETERAN8 AFFAIRS AND REHABILITATION COMMISSION 
THE AMERICAN LEGION 

BEFORE THE SUBCOMMITTEE ON H08PITALS AND HEALTH CARE 
COMMITTEE ON VETERANS AFFAIRS 
U.S. HOUSE OF REPRESENTATIVES 
MARCH 8, 1994 

Mr. Chairman and Members of the Subcommittee: 

The American Legion appreciates the opportunity to comment 
on H.R. 3808, legislation to preserve VA's flexibility in 
meeting its medical work force needs, and draft legislation to 
authorize a pilot program for VA participation in state health 
care reform initiatives. 

H.R. 3808 would provide VA the requisite authority and 
flexibility to provide staffing levels for the Veterans Health 
Administration (VHA) of the Department of Veterans Affairs as 
necessary to meet its responsibility to provide health care 
services to eligible veterans and to permit implementation of 
national health care reform by VA. 

The Office of Management and Budget (OMB) , as part of 
the announced plan to require a reduction over five years of 
252,000 full-time employee (FTE) positions in the executive 


branch, j 

proposes 

to 

reduce 

VA medical care 

by 

25,000 

FTE 

positions 

over a 

f ive- 

■year period. Even though 

VHA 

received a 

waiver for more 

than 

4,500 

positions for Fiscal 

Year 

1995, 

beginning 

October 

1 , 

1994, 

VHA is forecast 

to 

still 

lose 


nearly 5,000 FTE during FY 1995. 

Section 2 of H.R. 3808, would amend Chapter 7 of title 38, 
United States Code, to place a limit on the reduction of 
full-time employees within VHA. The measure will require that 
during the five-year period beginning on October 1, 1994, no 
reduction may be made in the number of FTE in the Veterans 
Health Administration other than as specifically required by law 
or by the availability of funds. The measure also specifies 
that the personnel levels of VHA shall be managed on the basis 
of the needs of eligible veterans and the availability of funds. 

Section 3 of H.R. 3808, would amend section 8110(c) of 
title 38, United States Code, to ease limitations in current law 
on contracting for services currently being performed by 
employees at VA health care facilities. During Fiscal Years 
1995 through 1999, any contractor of the Federal government must 
give priority in hiring to any displaced VA employee, and 
provide such displaced employees with all possible assistance in 
obtaining Federal employment or entrance into job training and 
retraining programs. 

Mr. Chairman, The American Legion wholeheartedly supports 
the provisions contained in H.R. 3808. At a time when VA 
anticipates implementing the greatest health care delivery 
changes in its history, the next several years will require 
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VHA to consolidate and reinforce its present capabilities, and 
not be required to incur debilitating personnel or funding 
reductions. It is important to the future success of the VA 
health care system, in regard to health care reform legislation, 
that the VA medical care system be provided every opportunity to 
survive and thrive in a reformed health care environment. 
Although National Performance Review, with its emphasis on 
streamlining, re-engineering and simplifying the Federal 
Government must be taken seriously, to impose its personnel 
mandates on a health care system which presently cannot 
accommodate its workload demand or provide care in a timely 
manner, let alone any increased workload under health care 
reform, simply defies logic. 

The 25,000 personnel reduction specified for VA under the 
National Performance Review will offset any gains realized by VA 
under the President's Health Care Investment Fund, contained in 
Title 8 of the Health Security Act (H.R. 3600). On the one 
hand, the Administration has expressed a commitment to 
strengthening the VA health care program to enable VA to 
successfully compete under health care reform. To have the 
National Performance Review employment reductions proposal apply 
to the VA medical care system, contradicts all assurances made 
by the Administration to Veterans Service Organizations that VA 
will be able to compete on a "level playing field" under the 
Health Security Act. 

It is important that the Administration rededicate its 
commitment to the veteran community and establish that their 
special needs will not become victim to misdirected cost-cutting 
proposals. The veterans of this nation have earned the right to 
have a fully functional health care system dedicated to serving 
their health care needs. 

Mr. Chairman, we also wish to comment today on the draft 
legislation entitled "The Veterans Health-Care Pilot Program of 
1994." This legislation would allow VA to provide, under a 
pilot program, health care services to veterans and their family 
members in states which have enacted health care reform 
legislation which has not embraced the facilities of VA in such 
legislation or in those states which make VA competition an 
essential element of survival. 

Failure to include VA in state health care reform or to 
enact enabling national legislation removing the encumbrances 
which shackle VA today would cripple its ability to survive in a 
competitive environment. Simply put, VA must be in a position 
to do all the things a private sector competitor must do to 
attract patients: provide quality accessible care, market and 
advertise services, network, contract and make service decisions 
based on local need and create an attractive, comfortable 
environment in which to deliver those services. The cliche that 
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the competitive game must be played on a level playing field 
holds true more than ever in this situation. 

There is something basically flawed about the idea that 
there is any consistency or fairness about the way VA is being 
prepared for survival in a Clinton-like competitive health care 
environment. We have discussed the inequity of making strong 
expectations of VA and then removing the very tools with which 
it must fight the competitive battle such as dollars and 
personnel in our comments on H.R. 3808. 

The American Legion can support this draft legislation 
with a few minor adjustments. We agree, Mr. Chairman, with the 
creation of a revolving fund to conduct the pilot program. The 
establishment of such a fund would enable VA to gather accurate 
cost and reimbursement data and apply this information toward 
future system wide application of the President's ’health reform 
initiative. We believe the program should have a flexible 
funding mechanism and a source of identified additional funding. 

The ideal situation would be to appropriate sufficient 
funds on a no-year limitation basis, separate and distinct from 
normal appropriations. We favor the idea that all funds 
received by VA by reason of the furnishing of health care under 
a pilot program shall be deposited to the revolving fund. We 
have some concern that using normal Medical Care Account and 
Construction Account appropriations to fund the pilot program 
could impede the program's intended objectives. 

We support the application of a pilot program to all VA 
facilities located in a state chosen to conduct a pilot 
initiative. Selecting only certain facilities within a state to 
participate would fragment VA services and promote confusion 
among veteran beneficiaries. Also, we have some concern about 
the effect of limiting the pilot program to no more than five 
states. Currently, up to eight states may soon enact some 
configuration of health care reform, in addition to Tennessee, 
which implemented Tenn-Care on January 1, 1994. By limiting 
the pilot program to a predetermined number of states, other VA 
medical facilities could become seriously deficient in promoting 
and conducting competitive health care plans upon enactment of 
health reform by particular states. It would be self-defeating 
to limit the scope of the pilot program for fiscal reasons. The 
American Legion favors a provision of the draft bill that would 
enable the Secretary to determine the number and location of 
pilot programs. 

In addition, the designation of specific catchment areas 
for each VA facility must be made to assure that we do not 
create different and separate health benefits for veterans who 
presently fall within the existing catchment area but do not 
reside in the state which is undergoing reform. 
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The American Legion would support legislation which would 
lend improvement to the appallingly complicated and unfair 
eligibility regulations and the serious funding limitations 
which encumber and cripple VA today. This type of legislation 
is essential to the survival of the VA medical care system as 
well as enabling VA to step into the competitive arena with the 
assurance that they can compete well and are playing on that 

"level playing field." 

The American Legion would reiterate our concern that 

certain veterans might be disenfranchised because of the 
provision which allows families of veterans to enroll and 

receive benefits under VA health care plans. We agree that 
there is a chance that some veterans may not choose VA as their 
health care plan if their families cannot enroll as well. 
Related to the fact that all recipients of care under VA plans 
must enroll to receive benefits, the likelihood of such 
disenfranchisement would be greatly diminished. The 

Secretary's assurance that non-veteran care will be contracted 
to other plans or providers until VA capacity to treat is 
established must be continued. 

The American Legion believes VA needs to be ready to 

define its basic and supplemental benefits package, and its 
premium and coinsurance costs for each state health care plan, 
as determined by the marketplace. We think that many of the 
promising suppositions of VA health care reform can be tested 
through the proposed pilot program. Therefore, it is 

consequential to the future shape of the Veterans Health 
Administration that this pilot program is structured in such a 
manner that the test data provides some insight to the future 
application of VA health care in a reformed market environment. 

Mr. Chairman, that concludes our statement. 
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

On behalf of the more than 1.2 million members of the 
Disabled American Veterans / I want to say how very much we 
appreciate the opportunity to appear before the Subcommittee 
this morning to offer our views on draft legislation to 
authorize a pilot program which would permit the Department of 
Veterans Affairs (VA) to participate in state health care reform 
efforts; and H.R. 3808, a bill aimed at preserving VA's 
flexibility in meeting the workforce needs of its health care 
delivery system. 

At the outset, Mr. Chairman, it is our belief that the 
series of hearings, over the years regarding the status of the 
VA health care delivery system and its need for reform, have 
laid a solid foundation and, in many ways, set the stage for 
today's hearing. We believe the draft legislation which, when 
put in final form and if enacted, would represent the first 
genuinely tangible effort -- from the legislative viewpoint -- 
toward moving the VA into an era of health care reform. 

Said another way, Mr. Chairman, DAV believes it absolutely 
critical VA be given broad, innovative authority and flexibility 
for the dual purpose of launching "mini reform" pilot projects 
in those states that have enacted their own versions of health 
care reform in advance of any national reform package being put 
in place. Also, VA must be allowed to move in tandem with the 
states in their varied reform efforts. VA will, in our view, 
gain a great deal of experience from these pilots that may then 
be extrapolated throughout the rest of the VA health care 
delivery system. 

Mr. Chairman, Section 2 of the draft legislation proposes 
to create, beginning in Fiscal Year 1995 and through Fiscal Year 
2000, authority for the Secretary of the VA to operate pilot 
programs in up to five states which have enacted legislation 
intended, at a minimum, to give residents of those states who 
lack, or have inadequate health insurance coverage access to 
health care services. 

In creating and operating such pilot programs, the 
Secretary may: 

* provide health care services in the same or similar 
manner as the state reform plan mandates to veterans, 
members of the family of any veteran who participates 
in the pilot program, and individuals participating in 
the CHAMPVA program (as defined in Section 1713(a), 
Title 38, USC); 

* comply with such state requirements pertaining to the 
establishment and operation of a health plan or to 
function as a participant in, member of, or contractor 
to such a health plan; 
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* conduct pilot programs in some or all VA health care 
facilities located in a state; and 

* establish such catchment areas as deemed appropriate. 

Section 3 of the draft legislation would authorize VA 
facilities to participate in the pilot programs only under 
circumstances where: 

* The Secretary has determined, based on very defined 
and specified factors, the projected workload in one 
or more VA health care facilities in the affected 
state would decline to a level that would: 

threaten to impair the capability of VA to meet 
one or more assigned missions of the facility; or 

result in a deterioration in the quality of care 
or services to a degree it would not be 
determined reasonable to continue to provide such 
care or services. 

Additionally, the Secretary would be required to submit a 
report to appropriate Congressional committees that would 
include: 

* the rationale for VA's proposed participation in a 
state reform plan; 

* the extent to which applicable provisions of State law 
accommodates and facilitates participation by VA in a 
state reform plan; 

* a detailed business plan for VA's participation in a 
state reform plan; and 

* a description of VA's actions taken to consult with 
veterans regarding VA's proposed participation. 

Mr. Chairman, we feel it crucial to the long term success 
of the VA and, therefore, the pilot programs to have a "Board of 
Directors" at each facility participating in a plan for the 
purpose of continued dialogue and participation with VA in the 
delivery of health care services and conduct of the pilot 
program. We suggest, clarifying language that would direct the 
creation of such a "board" or advisory committee, to the 
facility director for the expressed purpose of establishing a 
firm collaborative partnership providing ongoing dialogue 
between the facility management, providers, veterans and other 
consumer groups. 

As we understand, veterans defined in Section 1710(a)(1), 
Title 38, USC who receive health care services from VA would 
incur no liability for the payment of premiums, deductibles or 
copayments in conjunction with the pilot program. 

Also, VA would maintain its capacity to provide for the 
specialized treatment and rehabilitative needs of disabled 
veterans described in Section 1710(a), Title 38, USC, including 
veterans with spinal cord injuries, blindness and mental 
illness . 

Mr. Chairman, again we feel clarifying language necessary 
to better define and strengthen the intent of this provision. 

The intent, we believe, is to assure those veterans afflicted 
with serious disabilities and/or disabilities in which VA 
possesses expertise to continue to be able to provide those 
services to veterans. 
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In addition to the conditions listed, we would add to that 
list disabilities in situations involving veterans suffering 
conditions or maladies such as Post-Traumatic Stress Disorder, 
homelessness, the broad category of veterans utilizing the 
services of the VA's Prosthetic and Sensory Aids Service and 
other areas where VA has a demonstrated level or degree of 
experti se . 

Mr. Chairman, VA must not be permitted to lose, by design 
or otherwise, their capabilities in providing such specialized 
services to a cohort of veterans who so desperately require them 
for their day-to-day existence. 

Finally, Mr. Chairman, Section 3 contains the caveat that 
the pilot programs may not be entered into until the Secretary 
has fully considered the feasibility of utilizing the expanded 
sharing authority (Title II) contained in the draft legislation. 

Section 4 of the draft legislation would establish, in the 
Treasury of the United States, a revolving fund for the conduct 
of the pilot programs. 

There would be authorized specific funding for each of the 
Fiscal Years 1995-2000. Additionally, the Secretary would be 
authorized to transfer funds from the medical care appropriation 
and construction accounts to the revolving fund, which are 
determined necessary to carry out the pilot program. 

Disbursements from the revolving fund would be made when 
deemed necessary to carry out the pilot program for the 
furnishing of medical care and services, or for the acquisition, 
construction, repair, or renovation of facilities necessary for 
the successful completion of the program. Also, disbursements 
could be made for the conduct of consumer surveys, marketing, 
advertising, printing and other related issues. 

Funds in the revolving fund would not be available for a 
major medical facility project or lease, as defined in Section 
8104(a)(3), Title 38, USC. 

Mr. Chairman, as we understand the proposal, funds received 
by VA, by reason of furnishing health care under the pilot 
program from an individual, another agency or department of the 
United States, or state or local government, a health care 
provider, health care plan, insurer or other entity, would be 
deposited in the revolving fund. Those funds would be made 
available for the continuing use in providing care under the 
pilot program. 

Importantly, funds collected and attributable to the pilot 
programs, which are in excess of the applicable Congressional 
Budget Office baseline, shall not be subject to the current 
restrictions in Section 1729(g)(2). 

Mr. Chairman, the Secretary would be authorized to 
establish and maintain checking and saving accounts in such 
places and in such a manner as determined appropriate and 
disbursements from such accounts would be made when determined 
necessary to carry out the purposes of the pilot programs. 

Mr. Chairman, while we are generally supportive of the 
basic concepts and intent of the pilot programs, we offer a note 
of concern and caution regarding the transfer of medical care 
funds. Certainly, we urge diligence on the part of VA and 
appropriate oversight to ensure any transferred funds be used 
prudently and only for the express purpose of successfully 
conducting the pilot programs. 
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Mr. Chairman, Section 5 of the draft legislation would 
grant the Secretary broad administrative and personnel 
flexibility in order that VA may: 

* carry out administrative re-organizations without 
regard to Section 510(b); and 

* enter into contracts for provision of health care 
services, the procurement of commercially available 
items, under a cost of $100,000 without regard to 
competitive procedures or source of supply; and 

* without regard to the provisions of Section 8110(c). 

Additionally, VA would have authority to carry out consumer 
surveys, promotional, advertising and other related marketing 
activities related to the operation of the health plan. 

Mr. Chairman, Title II of the draft legislation proposes an 
expanded and enhanced sharing authority permitting the director 
of a participating VA health care facility to enter into 
agreements with health care plans, insurers, health care 
providers, or with any other entity or individual to furnish or 
obtain any health care resource necessary for the conduct of 
such plans. 

Finally, Mr. Chairman, reimbursements to VA would be based 
on a methodology that provides appropriate flexibility to 
establish an appropriate reimbursement rate. Proceeds to the 
government would be credited to the applicable department 
medical appropriation into funds having been allotted to the 
facility that furnished the resource involved. 


H.R. 380 6 


Introduced by Chairman Montgomery, H.R. 3808 has, as its 
intended purpose, provided the VA with increased flexibility in 
meeting the workforce needs of their healthcare delivery 
system. 

Mr, Chairman, the DAV applauds the recognition of gross 
contradictions between H.R. 3600 -- the Health Security Act -- 
and the seemingly mindless requested reduction of some 25,000 
full-time employee positions over a five year period. 

Clearly, in an era of health care reform where on the one 
hand H.R. 3600 would remove the many constraints on VA 
management and empower VA managers to manage in an effective 
way, it is ironic that a corresponding reduction of critical VA 
health care personnel would be mandated by the Fiscal Year 1995 
budget request. 

At this point Mr. Chairman, I would offer the DAV's 
appreciation to the full committee for its recent action 
restoring $390 million and 2,047 employees to the medical care 
account . 

Section 2 of H.R. 3808 would, as we understand it, 
prohibit, during the five year period beginning October 1, 1994, 
the reduction of full-time equivalent employees in the Veterans' 
Health Administration (VHA) other than as specifically 
required by law or the availability of funds. Also, and 
importantly, VHA would be managed on the basis of needs of 
eligible veterans and the availability of funds. Mr. Chairman, 
DAV is in agreement with and supportive of this provision. 

As we understand it, Mr. Chairman, Section 3 would 
materially alter the manner in which VA would possess authority 
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to contract out activities currently being performed by VA 
employees at VA health care facilities. Specifically, we view 
this measure as providing very broad authority for VA to 
contract out services now performed by VA employees. 

Mr. Chairman, we completely understand the need for 
flexibility within VA in their quest to provide health care 
services to veterans in a timely and efficient manner. VA will 
be entering an era of health care reform wherein they will be 
forced to compete with other health care providers. 

As concerns VA, competition translates into a retooling of 
not only their method of delivering health care but also in the 
administration of health care and a major cultural transition 
that will focus on an atmosphere of putting the veteran patient 
first . 


Mr. Chairman, while the DAV is unequivocally supportive of 
the need for reform of the VA health care system, we do, 
nevertheless, have concern regarding Section 3. Quite frankly, 
as adopted by the delegates to our most recent national 
convention, DAV resolution number 222, by which we are bound, 
opposes further contracting out of services currently performed 
by federal employees. 

The genesis of our resolution was to oppose the concepts 
embodied in OMB circular A-76 which had as its intent the 
privatization of much of government. In tandem with such 
intent would, of course, be the loss of federal employment of 
countless disabled veterans. 

Mr. Chairman, once again, I want to thank you for allowing 
us to share our views with you on this timely and most important 
issue concerning the future of the VA health care delivery 
system. I would be pleased to respond to any questions you or 
members of the Subcommittee may have. 
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Mr. Chairman and members of the Subcommittee, Paralyzed Veterans 
of America (PVA) appreciates this opportunity to express our 
views on H.R. 3808, legislation to preserve VA's flexibility to 
maintain its medical care workforce, and draft legislation to 
authorize a pilot program for VA participation in state health 
reforms . 

Mr. Chairman, PVA strongly supports H.R. 3808. This bill would 
prevent a devastating loss of personnel from the Veterans Health 
Administration (VHA) at the very time VA is attempting to 
marshall all its resources to compete and survive in a reformed 
national health care system. Due to budget shortfalls and 
subsequent loss of staff over the past cwelve years, the VA 
health care system has already sustained a major erosion in its 
infrastructure, equipment base and service delivery capability. 
The Department has already witnessed a FY 1995 budget request 
from the Administration that is the lowest in three years. In 
addition to this budget request the Administration is proposing 
under its "Report of the National Performance Review" 

(Reinventing Government) a 12 percent reduction in VA personnel 
amounting to a loss of 25,080 full time employees ( FTEs ) from VA 
health care over five years. This reduction in health care 
staffing is intolerable. The proposal completely contradicts the 
Administrat ion ' s pledge that VA would be dealt a strong hand in 
the process of gearing up for health care reform. 

The legislation introduced by Chairman Montgomery would shield 
VHA from these federal work force reductions for a period of five 
years, while providing the Secretary of Veterans Affairs (VA) 
wide latitude in contracting out activities currently being 
performed by VA employees. Reductions could only occur if 
specifically required by law or because of the availability of 
funds . 

Section 3 of H.R. 3808 would allow VA to contract out for the 
services by providing that the section of title 38 restricting 
most contracting (Section 8110 (C) ) not be in effect during 
Fiscal Years 1995 - 1999. If activities are contracted out then 
preference must be given to former VA employees, and all possible 
assistance must be given to all displaced VA employees. Mr. 
Chairman, PVA greatly appreciates your concern in designing and 
introducing this legislation. We offer our full support behind 
eventual passage of the bill. 
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Mr. Chairman, national health care reform legislation, currently 
pending in the Congress, will have a profound effect on the 
structure and the provision of services within the national VA 
system. To a certain degree, the tools that the VA needs to help 
ease that transition are contained in the reform plan itself. In 
the meantime, several states have decided to move ahead of the 
federal government to implement their own unique reform plans . 
These state governments have almost completely ignored the 
contribution VA makes to health care in their state. They have 
also ignored the fact that VA should be a full partner in the 
provision of health care under those reforms. Likewise, up until 
recently, VA has been slow to realize the peril VA facilities in 
those states would find themselves in trying to compete over 
patients and cost with other private and public health systems 
while still restrained by current outdated eligibility criteria 
and restrictive administrative regulations unique to the federal 
government . 

Five years ago, PVA realized that the states, frustrated by the 
lack of movement on the part of the federal government, would 
address the growing national health care crisis unilaterally by 
moving ahead with their own reforms. We realized that VA medical 
facilities could be in imminent danger if reforms in the state 
either enticed veterans out of the VA into state programs to 
receive enhanced benefits, or precluded veterans from the state 
system on the assumption {most often false) that all veterans 
could receive all the care they needed through VA. On the one 
hand the VA patient base would be decimated and facilities would 
be closed, as was the case with the Canadian veteran health care 
system after Canada implemented universal coverage. Under the 
other scenario, VA health care facilities could be swamped with 
veteran patients without the resources to care for them properly. 
And, those veterans would continue to be blocked from the full 
continuum of care due to existing fragmented VA eligibility 
criteria . 

This misunderstanding on the part of the states arises as much 
from their desire to reduce the cost of reforms by automatically 
excluding veterans from state programs in the same fashion as 
they exclude other federal beneficiaries - Medicare and DoD, for 
instance. It also comes from the false perception that all 
veterans are eligible for care through the VA, and once they 
arrive on the VA doorstep all veterans can receive all the care 
they need. The PVA response to this issue was to heighten 
awareness within the states of the nature and importance of the 
VA health system, to correct misunderstandings over VA 
eligibility, and to point out the importance of VA being an 
equal, interactive partner in the development and implementation 
of state reforms. 

PVA established its State Health Care Reform Project to monitor 
state reform activity. Through the work of the Project, PVA has 
raised the concern of potential conflicts with veteran health 
care through direct negotiations with the Commonwealth of 
Massachusetts during the late 1980 's in the context of their now- 
stalled health care reform effort. PVA has also helped to 
resolve veteran eligibility conflicts in the reform efforts of 
both Hawaii and Tennessee. At the present time the project 
routinely collects and updates health care reform data on all 50 
states, the District of Columbia and the territories. The 
objective is to identify and help resolve conflicts between VA 
and the state before they happen. This is more important than 
trying to create appropriate interfaces after reforms are in 
place . 

In January 1994, PVA published the first edition of its summary 
and status of state health care reform initiatives. This matrix 
indicates whether a state has included, or even made reference 
to, the VA health care system in its planning and legislative 
efforts. A copy of this document has been made available to 
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every member of the Committee. Sadly, within this review of the 
reform literature, only two states have even mentioned that VA is 
a provider within their borders or a potential participant in 
their reform efforts. These omissions need to be corrected. 

Over the past year PVA has communicated its concerns through a 
media campaign in state legislative periodicals, with the 
governors and top health reform planners in all 50 states, the 
members of appropriate Congressional committees, delegations and 
staff, and senior VA leadership (As an example we are attaching a 
letter dated November 12, 1993, which was sent to Secretary Jesse 
Brown) . Our 

purpose is to create an awareness of how the state benefits from 
the contribution VA makes. 

VA provides care to a large number of medically indigent 
veterans relieving the state of extensive additional 
Medicaid costs, uncompensated care and public health care 
costs . 

VA provides a training resource for health manpower and a 
medical research base within the state. 

VA, through sharing agreements and affiliations with health 
professions schools, is an integral part of the state's 
health infrastructure. 

VA is a large employer in every state. 

From our review of state reform activity there are five states 
that have either enacted partial reforms or are in the process of 
imminent major reform implementation: Florida, Minnesota, 

Oregon, Tennessee, and Washington. Of these, Florida, Minnesota, 
and Washington will offer the most comprehensive reform and the 
most direct challenge to the VA system in their state. A summary 
of each state reform plan is attached to this testimony. In each 
instance, reforms enacted by these states, both large and small, 
already have, or most probably will, go into effect prior to 
implementation of national health care reform. VA must have the 
tools to interact and compete successfully with these proposals 
if it is to survive and maintain its existing comprehensive 
mission . 

The Congress and the Administration must agree to give VA 
facilities in those states the flexibility to offer comparable 
benefits and the relief from regulation necessary to become an 
equal partner within the state system. This flexibility must be 
provided in the form of pilot programs involving VA facilities in 
those states listed above. The pilot programs will give VA in 
those states the opportunity to become a full participant in the 
health care system. It will also provide valuable experience to 
draw upon when the full VA system faces the same challenges in 
the context of national health care reform. 

Congressional action is necessary to allow VA to: 

1) Offer a comprehensive set of benefits to veterans using VA 
medical facilities within a state. 

Unfortunately, VA would not be facing this difficulty if the 
Congress and the Administration had agreed to enact veterans 
health care eligibility reform providing a standard benefit 
package containing the full continuum of care last year. 

However, that option still remains with regard to benefit 
packages designed for the pilot programs. As a second option, 
the pilot programs could offer a benefit package similar to the 
basic benefits in H.R. 3600, the Administration's "Health 
Security Act." As a third option, (not without hazard as we will 
discuss later) each VA facility could be authorized to offer 
benefits at a level no less than the level of benefits authorized 
under the state plan. 
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2) Allow VA to establish needed community -based outreach clinics 
necessary to attract and serve its enrollees. 

The biggest adjustment for the VA system under any health care 
reform proposal will come in its ability to shift and expand out 
of its traditional role as an inpatient, tertiary provider to a 
health system offering the full spectrum of care including 
expanded primary services. VA should have additional authority 
and resources to lease space in the community to bring primary 
care services to its patient population in the same way as would 
any other provider in the private sector. VA facilities should 
also 

have the authority to augment their community-based operations 
through contracts and sharing agreements with other providers. 

3) Allow VA to contract for services. 

VA facilities in these situations should not be forced to become 
"all things to all veteran patients." Within available 
resources, VA facilities should maximize those things it does 
best and most efficiently and send the other services elsewhere, 
either under contract or sharing agreement basis. 

4) Allow VA to provide services to the family members of 
veterans, either in-house or on a contract basis. 

Such authority will allow VA to match and compete with the 
benefit packages offered by other providers in the state in order 
to attract and retain veterans in the VA plan. it will also 
provide an additional source of revenue for the system. There is 
certainly nothing inconsistent with the traditional role of the 
VA in being able to provide or manage services to the families of 
those who have served in defense of this nation, as long as the 
needs of eligible veterans retain the primary focus of the 
system. 

The pilot program should ensure that VA facilities have the 
ability to create VA-state working relationships. These 
relationships are essential to enhance the use of existing health 
care resources available within a state to contain costs and make 
services optimally accessible. These working relationships 
should include : 

1) Sharing excess VA resources within the state on a sharing 
agreements basis. 

2) Establishing formal relationships between health plans 
operating within a state. 

3) Strengthening the relationships between VA and affiliated 
health professions schools regarding the number and types of 
manpower needed to best serve the needs of VA patients. 

4) Expanding opportunities for cooperative medical and health 
services research . 

Mr. Chairman, PVA has identified three areas of concern in the 
process of designing pilot programs to allow VA to interact 
successfully and survive under individual state health care 
reform initiatives. These areas of concern are: 

1) Designing an adequate benefit/eligibility package, while 
at the same time maintaining the VA' s ability and 
willingness in those states to provide the traditional 
additional benefits, such as care for spinal cord injury and 
dysfunction, that have been unique to the VA system. 

Providing authority for VA facilities under these circumstances 
to offer a basic benefit package will, for many veterans, grant 
services they had not previously been eligible to receive. But 
basic benefit packages, whether under a state reform plan or 
under a national reform scenario, will also set limits on the 
amount of services VA facilities can provide. Various 
reimbursement scenarios from third parties, state or federal 
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entities will drive individual facilities to provide services 
only up to the authorized level. Appropriations, under any 
reform plan would still be used to cover the cost of additional 
benefits, over and above the basic state or eventual federal 
package, that VA has traditionally provided. Such services 
include specialized rehabilitation, prosthetics, sustaining and 
long-term care for veterans with spinal cord injury and 
dysfunction, specialized care for other veterans 
with severe disabilities, blinded veterans, and extended mental 
health services that are unique to the VA system. 

PVA is concerned that the drive for cost containment and 
competitiveness, coupled with an erosion in the availability of 
the appropriated dollar, will entice individual VA medical 
facilities to shrink their benefit package to the lowest common 
denominator and abandon or discard these additional services 
viewing them as a burden and not a traditional obligation of the 
VA mission. Over the years, VA has established a comprehensive 
network of centers for the treatment of veterans with spinal cord 
injury and dysfunction. The centers have forged a cadre of 
health pro- fessionals trained in the specialized care of these 
veterans and developed a system of sustaining and extended care, 
rehabilitation, research, prosthetics and orthotics for spinal 
cord injured veterans that is unique in the United States. 
Abandoning such a system would be a catastrophe for VA as well as 
a tragedy for veterans who look to the system to receive this 
specialized treatment. 

We are aware that the eventual demise of the SCI system was 
raised in positive tones more than once at the recent VA health 
care reform task force meeting in Washington. Abandoning these 
and other specialized services, which would be over and above any 
state or federal basic benefit package, seems to PVA to be an 
alluring temptation for any VA medical center director looking to 
cut costs and become more "competitive." There is no mention or 
authorization in title 38, U.S.C. for care for veterans with 
spinal cord injury or dysfunction, nor is there any reference to 
the existence of the VA SCI centers. We firmly believe these and 
other specialized programs are in danger under any health care 
reform scenario. 

PVA strongly recommends that the Committee include a specific 
mandate for the continuation of these specialized services, in 
both the legislation that authorizes the state pilot programs as 
well as the final version of the national health care reform 
bill. 


2) Determining how the service area of the facility will be 
drawn in order to establish who will be eligible for 
benefits . 

Under the state reform pilot program VA will be creating islands 
of unique standing and eligibility within the VA system. 
Individual VA medical centers in certain states will have unusual 
freedom from regulation, unique funding sources and 
administrat ive latitude unknown in the rest of the VA system. 

However, at least until national health care reform is enacted, 
the greatest difference between facilities in these states and 
other VA medical centers will rest in the enhanced benefit 
package they will be authorized to offer. PVA sees this 
situation, as an acceptable anomaly in order to respond to the 
state health care reform process to protect those VA facilities 
in those states. While it is not necessarily right, and despite 
mandates in title 38, there already are major differences in the 
availability of services from one VA to another throughout the 
country. These variations are the result of the density of the 
veteran population, availability of resources, degree of patient 
load, and the lack of uniform entitlement to care for all 
veterans . 
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PVA does see major problems, however, in determining how 
eligibility for expanded benefits within the service areas of the 
facilities under the pilot program will be established. One 
option would be to limit expanded eligibility only to those 
veterans residing in the state that has enacted the reforms. 

This would limit all out of state veterans, even those who might 
have the identical current eligibility for care under title 38, 
to a lesser benefit from the same medical facility. Such a 
scenario completely ignores the often regional or interstate 
mission many VA medical centers have, particularly in the 
provision of specialized services such as care for spinal cord 
injury or dysfunction. It establishes a gross inequity between 
veterans based solely on their place of residence. It also would 
skew the results of the pilot study by artificially limiting the 
pool of VA users who would naturally be in the service area of 
that facility. 

PVA believes that the only way to proceed in this matter is to 
ignore the state boundaries and establish eligibility based on 
the traditional service area of the facility. The financial 
impact on the VA to cover the additional benefits for these out 
of state veterans can be contained through an enrollment process 
and might even be offset completely by the loss of previous VA 
users who decide to enroll in non VA plans within the state once 
reforms are enacted. In any case, PVA believes that service area 
enrollment versus limitations on state boundaries are the only 
logical option in determining benefit eligibility. 

3) Defining how, and from what source, these pilot programs will 
be funded. 

Preliminary discussions on funding for the pilot programs call 
for VA to utilize existing funds from the medical care or 
construction account. PVA objects strongly to this concept. 

The Administration's FY 1995 budget proposal will not contain 
enough funds to adequately support the VA system as a whole, let 
alone provide additional funding to support an expansion of 
benefits and services in a handful of areas throughout the 
country. In our opinion, the pilot programs are being designed 
to respond to a unique, near emergency situation where, without 
immediate action, the viability of existing VA facilities in 
those states would come under immediate question. 

PVA urges that funding for the pilot programs come from separate 
appropriations in the nature of a grant program. Along these 
lines, the Independent Budget for FY 1995 has designed an outline 
for such a grant program. We would be happy to make that 
proposal available to the committee. 

Mr. Chairman, PVA congratulates you and the members of the 
Subcommittee for holding this hearing and making these issues a 
matter of immediate concern at the beginning of this session of 
the Congress . 

Thank you again for your invitation to be here today. I will be 
happy to answer any questions that I can. 
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Mr. Chairman, AMVETS would like to thank you for holding this hearing to discuss 
important issues that will affect the Department of Veterans Affairs health care system. 

AMVETS has indicated its general support for the president's healthcare reform plan 
as it applies to VA. That support is based largely on two major provisions in H.R. 3600. That 
is, eligibility reform that would entitle all Category A veterans to the standard inpatient and 
outpatient benefits package at no cost and make all other veterans eligible for VA care through 
a buy-in program. 

What we did not sign on to was an across-the-board personnel cut that offers the 
distinct possibility of putting VA in the position to fail in its transition to a competitive 
marketplace. Chairman Montgomery could not have been more correct when he said that 
it was ironic that H.R. 3600 would give VA broad flexibility in personnel management 
decisions, while the Office of Management and Budget would cut the workforce by over 
20,000 in five years. It seems the only flexibility given to managers will be to make it easy 
to fire, not hire. 

AMVETS hopes that Congress will provide VA the ability to choose a scalpel, not a 
cleaver to cut personnel. VA has an opportunity 1o rid itself of those employees who have not 
been customer-focused and the source of much frustration on the part of veterans and the VA 
system over the years. 

To put this in more simplistic terms, VHA currently employs about 1400 personnel for 
each medical center in the system. A 20,000 cut in staff means that, wilhout increased 
contracting to offset those losses, VA will experience a drop in treatment capacity equivalent 
to about 1 5 nominal hospitals. What conclusion is possible other than the administration is 
backing away from the federal government's commitment to veterans? 

Chairman Montgomery has introduced H.R. 3B08 to exempt the Veterans Health 
Administration from personnel cuts during the national healthcare reform transition and we 
enthusiastically support the bill because VA faces sufficient challenges without significantly 
downsizing the workforce. While the bill will not prevent the administration from slashing 
VA payrolls as required by law or budget, it will also require VA contractors to give some 
hiring priority to former department employees as well as directing VA to assist displaced 
employees in obtaining other federal positions or retraining programs. 


2 



73 


AMVETS understand that the bill in no way intends to place non-veteran VA employees 
on an advantageous or level footing with its VA employees who may be displaced by 
contracting. Therefore, to clarify the intent of the bill, we suggest the addition of language 
that would reiterate the need for businesses with federal contracts worth $10,000 or more to 
comply with the requirements of USC 38 4212 to "take affirmative action to employ and 
advance in employment qualified special disabled veterans and veterans of the Vietnam era." 
Further, federal agencies - especially VA - bear some responsibility towards monitoring 
contractor compliance with veterans hiring priority law. Therefore, we ask that the bill be 
modified to require VA to submit annually to Congress, a list of all contractors meeting the 
$10,000 threshold, along with VA-certified copies of the contractors' VETS 100 reports. It is 
time to take the requirements of Section 4212 seriously, and VA must take the lead. 

H.R. 3808 will also make it much easier for VA to contract out services during the 
healthcare reform transition. Naturally, AMVETS is concerned that this may be viewed by 
some as a means to significantly downsize the VA infrastructure and replace it with contracted 
care. While contracted care certainly has its place in regions where VA has no presence, or 
as a transitional method to provide care while VA expands its internal primary care network, 
or for scarce medical specialty services, it must not be allowed to largely replace the VA 
system. Keep in mind that beyond its primary mission to care for veterans, VA's secondary 
missions of DoD backup, national disaster response, research and development and education 
all require a critical mass of personnel and facilities to retain any credible capability in those 
functional areas. For instance, VA treated over 20,000 people following the Los Angeles 
earthquake. Outside of DoD, what federal resources could have been mustered if VA did not 
exist? We also understand that VA's experience with fee-for-service treatment of veterans is 
significantly costlier than in-house treatment. Therefore, we support a judicious use of an 
integrated network of VA facilities as well as contracted services to increase the treatment 
capacity of the new VA system. 

Finally, in accordance with our national resolutions, we ask that Section 4212 be 
modified to change the terms "special disabled and Vietnam era veterans" to "qualified 
veterans with special affirmative action for disabled veterans." 

Mr. Chairman, the discussion draft pilot program bill is an excellent start. Title I will 
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allow VA to mirror inpatient and outpatient benefits packages provided under state programs 
where the Secretary determines that delays wi 1 1 put VA at sign ificant competitive 
disadvantage. The draft does not appear to place geographic limits on catchment areas, and 
we support that concept because many VA medical centers treat veterans from several states. 
Obviously, that will cause funding issues, but we urge VA to find a way to accommodate its 
traditional catchment veterans under the same rules if at all possible. One small suggestion 
would be to add some specificity as to in and outpatient care being available to core veterans 
at no cost. 

We also support provisions that require the Secretary to include consideration of his 
sharing agreement authority when making the determination of the competitive damage to 
VA care. 

Veterans with spinal cord injuries, blind veterans and the mentally ill all deserve our 
special support and we are glad to see the draft give them specific consideration. 

We support the appropriation of an amount to establish a revolving fund for the pilot 
program. Additional costs should not come from an already-strapped baseline. While we 
support the concept of a central revolving fund, local facilities should be allowed to retain 
some portion to test the effect of those additional funds on operations. 

We fully support Section 5 provisions to ease contracting requirements, as well as 
allowing VA to carry out private sector functions like advertising and marketing functions. 

Mr. Chairman, AMVETS once again thanks the committee and staff for taking these 
proactive measures to improve VA's position in a competitive healthcare market, and we look 
forward to participating in VA's reform. That completes our testimony. 
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MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

On behalf of the men and women of the Veterans of Foreign Wars of the United States, I 
wish to thank you for inviting the VFW to participate in today's important hearing. The VFW is 
appreciative of this subcommittee for its continued concern that our veterans receive the best 
health care possible. We also commend your commitment to ensure that the Department of 
Veterans Affairs be able to provide that care. 

H.R. 3808 introduced by the Honorable G. V. '’Sonny” Montgomery, chairman of the full 
House Veterans' Affairs Committee, would provide VA flexibility in meeting the work force 
needs of its health care system. This bill would also give the Secretary the necessary flexibility 
to meet his responsibilities in providing medical care under a national health care plan. This 
legislation, unfortunately, was necessitated due to the fact that the Clinton Administration is 
proposing a reduction of 4,000 employees in the VA Health Care Delivery System during Fiscal 
Year (FY) 1995. We believe such a drastic employee cut, would undermine VA's ability to 
fulfill its anticipated role in health care reform. Now is the time VA should be increasing its 
work force to meet its increasing work load. Especially so if VA is to be competitive in national 
health care. It is now, however, being asked to do just the opposite and to do more with less. 

Chairman Montgomery's bill provides that during the period of October 1 994 through 
1999, no reduction be made in the number of employees in the Veterans Health Administration 
other than as specifically required by law or by the unavailability of funds. It would also ease 
limitations in current law on contract activities currently being performed by employees at VA 
health care facilities. The chairman's legislation would free VA to carry out its critical health 
care mission basing its work force needs on veterans use of VA health care services either under 
existing law or under health care reform. The VFW applauds Chairman Montgomery for 
introducing this important legislation and urges its quick enactment. 

Mr. Chairman, in your letter of invitation to this morning's hearing, we were also asked to 
offer our comments on a draft proposal that would authorize a pilot program for VA participation 
in state health reforms. The VFW has long maintained that VA must be encouraged and allowed 
to be as competitive as possible with other health care systems at the same time keeping with its 
traditional mission of caring for our nation's veterans. This is particularly true if VA expects to 
be the health care provider of choice for our nation's veterans. As national health care reform is 
being debated here in Washington, many states have not waited to see the final product but have 
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instead implemented their own health care reform initiatives. For many states with VA medical 
facilities within their borders, a direct line of competition has emerged between the VA health 
care system and the private sector. Under current law, VA does not have the authority to 
participate in state health reform plans. 

While the draft proposal before us today does allow VA to be competitive in up to five 
states, which have their own health reform plans, there are several areas of concern the VFW has 
with this pilot program. 

While the pilot program does grant authority in up to five states, the VFW questions this 
limitation. We believe that VA should be allowed to be competitive in any state that develops its 
own health care plan. We also believe that if a state implements such a health care reform plan 
and it also happens to have more than one VA medical center then all VA facilities be allowed to 
participate in the pilot project. 

Mr. Chairman, the VFW is particularly concerned with a potential problem that may arise 
with respect to the catchment area of a VA pilot project facility. There is the distinct possibility 
that a VA medical facility, which is participating in the State Health Reform Program, will be 
able to offer enhanced medical care to veterans who live within that state. In many cases, certain 
VA medical centers (VAMCs) draw veterans from other states where there is no VA medical 
center within a reasonable travelling distance. For example: the White River Junction, Vermont 
VAMC also treats veterans residing in New Hampshire. In this particular case identically 
service-connected disabled veterans being treated in the same VA medical center could receive 
varying degrees of treatment. This gross disparity is not only unacceptable to the VFW but, in 
our opinion, poses legal questions as to a federal entitlement or benefit being unequally disbursed 
in a federal facility. 

With respect to funding, Mr. Chairman, we are concerned that without new money and 
additional funding for this pilot project, the rest of the VA hospital system will be forced to foot 
the bill. The VA hospital care system cannot and should not be scavenged to support this or any 
other pilot project. 

One other concern the VFW has is with the provision of allowing dependents to be treated 
in VA medical facilities. We will oppose dependent treatment in VA medical centers until all 
veterans — every one — are guaranteed access to VA. Delegates to our most recent National 
Convention adopted VFW Resolution No. 633 opposing the treatment of non-veterans so long as 
veterans themselves, for whatever reason, are being turned away. Therefore, we oppose this 
provision in the draft bill. 

As stated previously, the VFW maintains and encourages V A to be as competitive as 
possible in its participation of health care reform. We have stated this on a national level and 
certainly believe it holds true on the state level as well. We look forward to working with you in 
the drafting of final legislation on this issue. 

This concludes my statement, I will be happy to respond to any questions you may have. 
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Mr. Chairman and members of the subcommittee, on behalf of the Blinded Veterans 
Association (BVA) I want to express our appreciation for the invitation to present our views on 
H.R. 3808 and draft legislation that would authorize VA to establish pilot programs enabling VA 
to participate in state health care reform. BVA commends the Chairman of the full committee 
and this subcommittee for introducing H.R. 3808, a bill that preserves VA’s flexibility to meet 
medical workload needs and you Mr. Chairman, for developing the draft legislation providing 
VA with special authority to establish pilot programs. Both of these pieces of legislation are 
urgently needed if VA is to have a reasonable opportunity to survive as an independent health 
care provider for veterans and their families. Time is of the essence if VA is to position itself 
for National Health Care Reform (NHCR), and even more critical in terms of becoming active 
participants in these states who are already enacting health care reform. We are painfully aware 
of the obstacles confronting VA that could threaten its ability to operate effectively under a 
managed competition system of health care delivery. First, VA is currently a facility based 
system accustomed to providing care on an inpatient basis not preventive or ambulatory care. 
This demands VA dramatically change the way it delivers medical care services in order to 
compete. Second, current eligibility rules could effectively limit VA participation in any 
individual state health care plan resulting in substantial drops in VA work load endangering 
continued operation of one or more VA facilities in that state. The legislation under 
consideration this morning is therefore critical if VA is to have a realistic opportunity to 
compete. 

H.R. 3808 

BVA strongly supports adoption of this vital legislative initiative. This bill as introduced 
by Chairman Montgomery would preserve VA’s flexibility to meet medical work force needs 
for its health care delivery system. Last fall, the Administration introduced its health care 
reform initiative, H.R. 3600, the Health Security Act (HSA), in which a clearly defined role for 
an independent VA health care delivery system was outlined. Health care reform, whether in 
the form recommended by the HSA or some other legislation that may ultimately be adopted, 
will require VA to radically change the way it currently delivers health care. Consequently, re- 
invention of the VA health care system is imperative. 

The Veterans Health Administration (VHA) has aggressively begun the re-invention 
process and a plan is nearly ready for submission to the Secretary of DVA for his review and 
approval. This has been a massive project involving people from within and outside VHA. In 
fact, this plan has been largely designed by VHA employees in the field with input and expertise 
from VACO officials as well as Veterans Service Organizations (VSOs). BVA is proud to have 
been an active participant in the process and therefore is keenly aware of the problems facing 
VHA as it attempts to position itself for HCR. The final product of this project has been created 
in the context of HSA and is dependent on adequate appropriations for VHA in addition to the 
Investment Fund described in the legislation. 

Ironically, several initiatives eagerly pursued by the Administration are complicating 
VA’s efforts to position itself for HCR. The President's FY 95 budget request for DVA is 
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totally inadequate, severely limiting VHA’s ability to even meet current services levels of FY 
94. VHA will be hard pressed to move new initiatives forward related to HCR with such a 
sparse appropriation request. Further, the Administration’s National Performance Review (NPR) 
requires a total federal work force reduction of 252,000 FTEE over the next five years. The 
VHA’s share of this reduction will be over 20,000. At a time when VHA is attempting to 
reinvent itself, analyze what role it will have under NHCR, and what enrollment levels it can 
expect, VHA cannot be required to make significant reductions in the medical work force. The 
budget shortfall and required reductions of over 3600 FTEE contained in the VHA FY 95 budget 
will be absolutely devastating if enacted. 

The policies established in H.R. 3808, preventing any reduction in FTEE for VHA until 
the year 2000 and expanding contracting authority for the provision of services not currently 
being provided by VHA are badly needed. Once VHA can accurately assess work loads based 
on enrollments and services required and has completed the necessary reorganization to best 
accomplish its missions, it will be in a position to realistically assess work force needs. FTEE 
reductions could naturally result from this process without adversely impacting the VHA. While 
arbitrarily reducing FTEE may be politically beneficial, when they are unrelated to operational 
missions the consequences may be disastrous. BVA also endorses the protection for the FTE 
employees that might be displaced by expanded contracting authority. Every effort should be 
made, however, to insure essential medical personnel are not arbitrarily displaced as the result 
of some hastily perceived cost savings. 

Mr. Chairman, from a more parochial perspective, the combination of inadequate funding 
request in FY 95 for VHA and the NPR forced employee reductions would virtually eliminate 
any possibility for VHA to make meaningful improvements in the unacceptably long waiting 
times and lists for admission to VA blind rehab centers and clinics. Further provision of 
additional essential resources such as more full time Visual Impairment Services Team (VIST) 
Coordinator positions and the addition of Outpatient blind rehab specialists to act as an integral 
element of the VIST could not be provided. Whether from a parochial or global perspective, 
the passage of H. R, 3808 is crucial to the future of VHA 

Draft Legislation 

Even more urgent to VHA than NHCR is the initiatives currently underway in an 
increasing number of states who are implementing their own health care reform. BVA supports 
the draft legislation under discussion this morning Mr. Chairman. VA must have an opportunity 
to participate in these state programs or risk loosing significant work load endangering the 
existence of existing facilities within those states. Based on available information, it would 
appear that health care benefits packages offered in these state plans could be much richer than 
benefits veterans of the state may currently be eligible for through VA. Without meaningful 
relief from outdated eligibility rules, VA will certainly loose customers. 

This draft legislation entitled Health Care Pilot Programs Act of 1994, authorizes VA to 
establish up to five Pilot Programs to permit VA the flexibility to participate in these state 
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programs. BVA believes it is absolutely essential for VA to participate in these state health care 
reform initiatives to protect the integrity of the VA health care delivery system in any individual 
states. Failure to provide VA with special authority enabling participation would possibly cause 
irreparable damage. 

Confusing and unnecessarily complicated eligibility rules place VA at a distinct 
disadvantage in terms of providing a comprehensive health care benefit package. Certainly, the 
states will be endeavoring to provide comprehensive packages to residents of the state who are 
either uninsured or under insured. Veterans should not be driven away from VA because 
benefits packages offered under the states plans are richer. 

BVA believes the pilot programs offer VA a laboratory to test delivery of health care 
services as envisioned under national health care reform. The strategies composed by VHA and 
contained in their new VHA health care plan can be tested and valuable experience can be 
gained from participation in these pilots. VA has no experience in operating in a managed care 
environment, marketing its services or managing a customer driven system. Unquestionably, 
VHA cannot afford to miss out on such a valuable opportunity to gain badly need experience. 
Mr. Chairman, BVA recommends consideration be given to removing the limitations on the pilot 
programs. As many as 19 states are considering health care reform and VA must have the 
opportunity to actively participate in any individual state reform plans. 

Several aspects of establishing such pilot programs concern us however. Will veterans 
residing in neighboring states but receiving VA health care be eligible in the reform state? Will 
they receive the same package of benefits? How will these pilots be funded? All of these 
questions seem to complicate the implementation of pilot programs. While we along with many 
others raise these questions, we do not necessarily believe they in any way preclude 
implementation of pilot programs unless in the latter, the system were to go bankrupt in the 
process of trying to fund the pilot programs. 

Section 2 of Title 1 of this bill does provide the Secretary of DVA the authority to 
establish catchment areas he deems appropriate which seems to offer the potential for providing 
care to vets residing outside the actual state in which the pilot is operating. Difficult decisions 
would then have to be made regarding what benefits would be provided to out-of-state residents 
and how they would be paid for. Such decisions could dramatically affect existing work loads 
at individual facilities, particularly if the benefits offered were richer than currently available. 
Many additional out-of-state vets might wish to take advantage of such packages. This could 
prove very costly to VA if they would not be reimbursed for provision of such benefits. 
Establishing catchment areas will be a very sensitive task for VA and will take excellent 
communications with the VSOs and the local veteran constituency regarding the pilot nature of 
these programs and benefits contained there in. There may be no perfect solution to this issue 
that will leave all veterans satisfied. BVA believes however, the pilots are critical to VA being 
an active participant in the state plan thus preserving the integrity of VA health care in that state 
as well as providing invaluable experience to assist VHA in transitioning to NHCR. 
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Financing these Pilot Programs is another critical issue which presents significant 
obstacles for VA. Section 4 of title 1 provides for the establishment of a revolving fund in the 
U.S. Treasury into which income or funding generated from the state plans will be deposited for 
distribution at the Secretaries discretion to fund the pilot programs. We have some concern 
about such a plan and question whether the revenues collected at the state level could not just 
be retained by the VA participating in any state plan. It seems to us additional appropriations 
will be needed if such transitioning can effectively take place in time for state reforms. 

The other provision of Section 4 which authorizes the Secretary to transfer funds from the 
medical care appropriation account or from the construction appropriations account to the 
revolving fund to support the pilot programs. The Secretary must be exceptionally careful if 
exercising this option especially since the medical care and construction accounts have little 
excess funds available and are constrained even to support current ‘94 service levels. As 
important as we believe these pilot programs are to the future success of VA in HCR, we cannot 
condone bankrupting or further constraints on the remainder of the system. 

Mr. Chairman, BVA is obviously pleased that insurances are built into this legislation 
protecting eligibility for and provision of special disability programs such as Spinal Cord Injury 
(SCI) and Blind Rehabilitation. Neither of these services are likely to be provided by any state 
as part of a basic benefits package and absolutely must continue to be available to these disabled 
veterans in any state by using current referral patterns. 

Conclusion 

Mr. Chairman, while BVA does not possess special expertise in the Health Care arena 
nationally or on the state level, we are anxious to work with this committee and the VA to find 
solutions to the awesome task ahead. Education of our constituents and indeed all veterans will 
be critical if we are to be successful. BVA has been an active participant in the VHA re- 
invention effort carried out over the past two months. We are committed to continuing our 
involvement in the coming months. Mr. Chairman, BVA supports favorable action on both 
H.R. 3808 and the Pilot Programs Act discussed here this morning. We thank you again for 
holding this important hearing and certainly would be pleased to answer any questions you might 
have. 
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Introduction 

Mr. Chairman and members of the Subcommittee, Vietnam Veterans of 
America (WA), appreciates the opportunity to present its views on the legislation 
before the Subcommittee today. Both matters are of very timely concern to veterans 
and a VA health care system struggling to prepare for health care reform. WA 
commends the authors of both bills, as it is imperative that the Veterans Health 
Administration (VHA) have flexibility in preparing for national health care reform, 
as well as ongoing state initiatives. 


H.R. 3808 

H.R. 3808 would appropriately insulate the Veterans Health Administration 
from cuts contemplated in the Fiscal Year 1995 budget, as well as the federal 
workforce reduction associated with the National Performance Review. Currently, 
eligible veterans are either turned away from many VHA facilities or simply become 
frustrated by excessive wait times and forego needed health services because staffing 
doesn't allow VHA to meet demand. Further cuts would exacerbate this problem and 
threaten the survival of the veterans' health system with passage of national health 
reform legislation. 

Contemplating future demand on VHA under a national health reform 
environment is problematic, at best. The General Accounting Office and Paralyzed 
Veterans of America estimate a 30 to 50 percent VHA patient-base loss overnight if 
national health reform provides universal coverage and thereby gives currently VHA- 
dependent health care consumers an alternative. While very few legislators would 
publicly suggest closing down the veterans health system, the only legislative 
proposal to address VA health care and give VHA an impetus to reinvent itself is the 
Clinton health care proposal. 

Trying to predict future demand for VHA services in a national health 
environment, even under the best of all possible scenarios portrayed by the Clinton 
bill, is nearly impossible for one very simple reason. Between now and the time 
veterans have an option to enroll in a VA health plan, many things could change to 
either entice or drive away potential veteran users. After all, it is the veterans’ 
perception of the quality of care they get at VHA that will determine its use and 
ultimately its fate. 

WA has participated in the ongoing VA Health Care Reform Project. We are 
excited as never before by the innovative thought projected, as well as the true 
commitment of the VHA field staff participating in this planning project, to improve 
and enhance the health services provided to veterans and their families. If VHA is 
given all the tools it needs under national health care reform, we are optimistic that 
VHA’s efforts to fashion itself into a desirable health care provider will succeed. 

While estimates of future VHA use are uncertain, one thing is certain; cutting 
back staffing and programs now will force VHA to turn more veterans away, and will 
ensure that these men and women will not choose to enroll in a comprehensive VA 
health plan when that choice becomes available. Veterans with a negative VA 
experience will choose a non-VA health plan because this same experience of VA as 
a poorer quality provider that denied them needed care will override any recent 
changes or innovation VHA has undertaken. Unfortunately, many veterans have 
already made this decision and are likely lost to the system forever. For these 
reasons, WA supports the provisions of H.R. 3808, which allow VHA to maintain its 
current staffing levels, as the Secretary deems appropriate. 

H.R. 3808 would also ease the regulations which often inhibit VHA from 
contracting for health care services. This too is important, as VHA will be able to 
improve and expand its services to adapt to the changing climate of health care 


1 



85 


provision -- that of managed care. Some would argue that VHA has already been 
practicing managed care; but its "managing" is based upon convoluted eligibility rules 
and budget limitations — not the welfare of the patient. Providing VHA with the 
ability to more easily contract for services will allow VHA to provide better care. In 
this way, VA may refer patients to the private sector for services it does not currently 
provide, and make VA-prompted care available where veterans can conveniently 
access it. 

Establishing relationships with private sector providers will benefit VHA as 
national health system reform is implemented because it won’t have to scramble to 
establish referral networks that the private sector already has in place. This will be 
particularly important as VHA begins to care for veterans’ family members, and thus 
a need for obstetrical and pediatrics evolves; VHA can use contract relationships now 
to enhance its services to women veterans and thus make itself more attractive to 
veterans' families. Also, a broad outpatient network of primary care providers will 
be required and VHA can utilize its contract relationships to enhance its own 
outpatient capabilities. 

In reflecting upon Chairman Montgomery’s statement before the full House 
upon introducing this bill, his comments regarding the VHA’s need for flexibility with 
an uncertain future demand for services on the horizon are particularly relevant. We 
too suggest that a better public policy would be to stall the proposed 20,000 FTEE 
cuts in the Veterans Health Administration until a clearer assessment of the future 
of the system can be determined. 

Draft Bill Regarding State Reforms 

Again, in the interest of providing VHA with the flexibility it needs to sustain 
itself in the face of competition from health care coverage provided to veterans 
through legislated health system reforms, WA urges the Subcommittee to pass this 
legislation as quickly as possible. In order for VA to be able to intervene on its own 
behalf in certain state jurisdictions where the legislatures are either currently 
debating or have already passed a state health system reform initiative, federal relief 
from certain statutes is needed to allow VHA to provide comprehensive care to state 
residents and to establish relationships with the private sector to provide a full 
continuum of care to veteran enrollees and their families. 

The pilot program contemplated in the draft legislation is exactly what is 
needed right now to develop a clearer picture of future use of VHA services under a 
national health care system. If nothing is done to adapt the VHA to these changes, 
it is very likely that patientload will decrease to a level which threatens facilities’ 
continued viability. The health care coverage offered by these state reform plans will 
provide for comprehensive care, whereas VHA is currently able to offer only a 
patchwork of services depending upon eligibility and funding. 

In order to attract veteran patients, the VHA must have the flexibility to adapt 
to the climate in states where health care reform efforts are already underway. This 
draft bill would provide such flexibility. WA is particularly pleased to see the 
following concepts incorporated: 

Section 2 allows for establishment of pilot projects in up to 5 states. An earlier 
draft proposed pilot projects in only 3 states, which was troublesome because of the 
speed with which 5 state programs are progressing. We would anticipate that the 
Secretary might choose states such as Minnesota, Tennessee, Vermont and 
Washington, which have already passed legislation. Given the fact that many other 
states have pending legislation, or can be expected to address health care reform in 
1994 or 1995, we would suggest that the Congress allow VA to expand this pilot 
project to additional states on an as needed basis. 
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This section also includes provision for all veterans who choose to use the VHA 
and their families, similar to the President’s "Health Security Act". The Secretary 
would also be given flexibility in establishing catchment areas, as use of individual 
facilities generally crosses state boundaries. Absent this provision, the law would 
allow differentiation of eligibility and treatment of veterans using the same facility, 
based solely upon the veteran’s state residency. 

Provisions in Section 3 establish the conditions under which the Secretary may 
implement the pilot projects, and requires a report to Congress prior to 
implementation. We suggest that Congress not unnecessarily delay approval of the 
pilot projects, as time is of the essence in addressing the state situations, because 
veterans lost to the VA health plan initially are not likely to return. 

Section 3 also ensures that category A veterans will not be required to make 
copayments for services they already receive from the VHA. And it requires the VHA 
to retain its mission of providing the often costly specialized services to disabled 
veterans, such as spinal cord injury, prosthetics and blind rehabilitation, which are 
often unavailable in the private sector. 

Section 4 contains perhaps the most important provisions, that of the funding 
mechanisms. A revolving fund would be established into which appropriations and 
receipts for services provided are held. Flexibility in spending authority is granted, 
both where funds go, and on a year to year basis -- funds unused at the end of the 
fiscal year need not be returned, but can be used to reinvest. No major construction 
is allowed under this provision, however, which seems a logical step -- its silly to 
build a large facility if over time it is shown that no one will use it. Receipts do not 
go to Treasury. 

One point we must raise concern with, however, is that the Secretary may 
determine that excess funds are available, and these resources may be shifted to the 
VA medical care appropriation. Throughout the VA Health Care Reform Project 
meetings, we raised the issue that local VA health plans should maintain a 
significant portion of revenues at the local level, rather than having all funds go into 
a national revolving fund. This flexibility is needed so the pilot projects can adapt 
to changes in service demands, and reinvest as appropriate. 

Failing to establish some sort of formula by which a percentage of enrollee 
premiums, deductibles and copayments are maintained at the local level will leave 
this system open to the possibility of "tinkering with the money", taking funds from 
competitive plans to uphold VA plans that are not attracting veteran subscribers and 
are thus not truly viable. Such a practice will discourage innovation and service 
improvements in a massive bureaucracy such as the Veterans Health Administration, 
and will encourage the practice of "business as usual". 

WA suggests in both this pilot project and the broader national health care 
reform legislation, that a formula be developed to direct approximately 2-5 percent 
of the aforementioned revenues to marketing; 1-2 percent be directed toward research 
with the caveat that 75 percent of all research conducted be of direct benefit to 
patient care; perhaps 5 percent of revenues would be directed to a national revolving 
fund for broad system improvement investments or special projects; and that the 
remainder stay with the local VA health plan for reinvestment and program 
improvement. 

Finally, WA would like to comment on the provisions of Section 5, which 
allows VHA to reorganize itself under the pilot projects. VHA again would be granted 
flexibility in contracting services and sharing authority in order to be as cost-effective 
as possible, while ensuring quality of services. VHA can also do marketing activities 
to attract potential users or enrollees. 
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What if VA Health Care Ceases to Exist? 

Given some of the past characterizations of WA’s position on the VA health 
system, some may ask why we care about all of this intermediary legislation. Why 
is WA concerned about the demise of the VA system in selected states or as a whole, 
when it has advocated all along that veterans should be able to access the private 
sector at the government’s expense? There is a very simple reason — we are 
concerned with ensuring the best possible care for veterans, either within or outside 
the VA. Our concern is and always has been veterans, rather than the system 
designed to meet their needs. To that end, there is another matter WA would like 
to see this Subcommittee address as national health care reform legislation evolves. 

While WA has strongly endorsed the Clinton health care reform proposal and 
particularly the VA’s service improvements contemplated therein, one particular 
ambiguity stands out causing fear and trepidation within the VA health user 
community. What if the VA fails to attract patients and doesn’t exist three years 
from now -- how will the nation’s commitment to service-connected disabled veterans 
be met? 

WA is very optimistic that VA will improve its capabilities and successfully 
fulfill its mission of caring for the nation’s disabled and low-income veterans for years 
to come. Two scenarios emerge on the horizon, however, which threaten its viability. 

First, the rigors of the legislative process in Congress may produce a final 
national health care reform product that doesn’t give VA the necessary tools to 
survive the transition or the veterans health system is ignored altogether in national 
reform, leaving it to continue as untenably as it has in the past. The VSOs have 
broadly associated themselves with the President’s Health Security Act because it 
would give all veterans the option to use VA, and allows VA the means to improve 
its services and provide a comprehensive continuum of care without complicated 
eligibility rules. 

Other legislative proposals either don’t address the VA or wrongly assume it 
will exist in a reformed health care environment just as it does today. Multiple 
studies estimate a nearly 50 percent patient-base loss under national health care 
reform because the VA-dependent population will have an alternative for the first 
time. As such we cannot assume enough patients to sustain VA’s labor and cost- 
intensive health programs any more than we can assume continued Congressional 
support for a costly yet dysfunctional and underutilized VA system. 

Under the best of circumstances, as proposed in the Clinton Health Security 
Act, VA has the fight of its life on its hands. In the absence of the Clinton proposal 
for veterans, the VA health system can be expected to sink like a stone. 
Unfortunately, the Congressional "rumor mill" indicates that some of these other 
proposals are gaining steam. 

The second scenario is just this -- health care reform legislation is passed and 
signed into law that does give veterans a choice of where to receive care and provides 
VA with all necessary survival tools, but it still fails to attract sufficient veteran 
enrollees to sustain itself. Before long continuing funding support from the Congress 
erodes and the system collapses. 

In either case, whether the VA is dissolved with passage of national reform 
legislation or disintegrates over time, along with it goes the nation’s commitment to 
service -connected disabled veterans. Not only do the VA Medical Centers disappear, 
but the "special" VA medical programs uniquely serving veterans go too. This means 
the VA’s expertise in post traumatic stress disorder, substance abuse, spinal cord 
injury treatment, blind rehabilitation and prosthetics evaporate, with nothing to 
replace them in the private sector. 
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If the VA disappears, low-income veterans currently dependent upon the VA 
will likely be able to obtain comprehensive care in the general health care reform 
program. On the other hand, service-connected disabled veterans who do not fall into 
the low-income category will have to fend for themselves in the general program, 
paying premiums, co-payments and deductibles for all health care, including costly 
specialized services. Unless... 

WA is working for passage of a "service-connected disabled veterans 
entitlement" to federally-funded health care. Without such an entitlement, veterans 
are forced to get care at VA or pay premiums, co-payments and deductibles for 
private insurance coverage. With no VA, they are definitely stuck with the bill. 

Service-connected disabled veterans deserve an entitlement to health care in 
or out of the VA, as no other population can claim that their health conditions are 
directly related to federal decision-making. Should the VA fail to compete under the 
President’s plan or simply disappear as a result of another, these veterans will still 
constitute a legitimate federal responsibility. 

Competition represents the essence of the President’s plan to improve our 
nation’s health care delivery system, and veterans’ choice will force VA to improve 
and enhance its programs. Unless the VA is forced to compete for service-connected 
disabled veterans just as it will be required to compete for middle-class paying 
customers under the Clinton plan, VA will continue to improperly enjoy an artificially 
engineered dependent patient population. Premiums, co-payments and deductibles 
will be a heavy cost-factor to weigh in decisions about provider choice for disabled 
veterans, particularly when many feel the federal government is responsible for their 
health care. Restricting disabled veterans’ health provider choices in this way will 
force many to use a VA system they feel is undesirable. Under the circumstances, 
this is not only unfair, but holds service-connected disabled veterans - the very 
veterans this system was designed to serve - hostage to the VA. Failing to account 
for these individuals’ care needs if the VA disappears is just plain wrong. 

Some people, both veterans and non-veterans alike, live under the illusion that 
a veterans entitlement to health care already exists. This is not the case, as any 
veteran who has jumped through the eligibility hoops for VA care can attest. Federal 
law and administrative regulation currently govern who can get into the VA for 
health services - and the maze of eligibility criteria were established to meet 
budgetary concerns, not a commitment of fairness to the most deserving veterans. 

WA is fearful that if such a "service-connected disabled veterans entitlement" 
is not created now and for some reason the VA does disappear in the next few years, 
service -connected disabled veterans will be forced to bear the financial burden of their 
health conditions alone. Given the anticipation that the federal budget and deficit 
reduction concerns will continue many years into the future, it is unlikely that such 
an "entitlement" can be created without the benefit of health care reform legislation 
to serve as the vehicle. 
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WA’s proposal to phase-in a service-connected disabled veterans 
health care entitlement, regardless of which health reform plan is passed, 
is as follows. 

In the first year of health care reform implementation: 

• 50 - 100 percent service-connected disability rating — receives all health care 
services at no personal cost either within the VA or outside the VA. 

• 0-40 percent service-connected disability rating — receives all health care 
services at no personal cost within the VA; outside the VA, receives care for 
service-connected condition at no personal cost, will be required to pay 
premiums, co-payments and deductibles for non-service connected conditions 

In the second year of health care reform implementation: 

• 30 - 100 percent service-connected disability rating -- receives all health care 
services at no personal cost either within the VA or outside the VA. 

• 0-20 percent service-connected disability rating — receives all health care 
services at no personal cost within the VA; outside the VA, receives care for 
service-connected condition at no personal cost, will be required to pay 
premiums, co-payments and deductibles for non-service connected conditions 

In the third year of health care reform implementation: 

• Any veteran with an adjudicated service-connected disability rating from 0 - 
100 percent receives all health care services at no personal cost either within 
or outside the VA. 

Under the assumptions of a Clinton-like health reform package, no significant 
revenues should be required, as an annual federal appropriation already covers 
health services for these service-connected disabled veterans. The Clinton proposal 
would accommodate comprehensive care for veterans choosing to obtain it within the 
VA only. The WA proposal would offer veterans the additional choice of getting the 
same cost-free care in the private sector. 

WA proposes a phase-in period for the proposed service-connected disabled 
veterans health care entitlement in order to provide VA the opportunity to do just 
what it says it both can and will do -- compete for veteran patients. A three year 
phase-in period is suggested to coincide with use of the $3.3 billion VA investment 
fund within the Clinton proposal. After all, if VA is genuinely serious about 
competing for veteran enrollees, it should not shrink from competition for service- 
connected disabled veteran enrollees as well. If it does, it is disingenuously 
engineering a dependent population of disabled veterans just as it always has in the 
past. The service-connected disabled deserve better than this and must not be used 
as hostages to prop-up a dysfunctional system. Instead, service-connected disabled 
veterans must be given the same choices as all other veterans, and in the process 
further encourage VA to compete aggressively for the sake of its own survival as a 
health care provider. 

No additional bureaucratic mechanisms are anticipated, as the health security 
cards/electronic medical records issued to all citizens should be coded with service- 
connected disabled veterans disability rating and conditions. Payment for those 
veterans getting care outside the VA health plan should be billed to the VA health 
plan or directly to the federal government, through the local health alliance. (The 
reverse of such an arrangement is already contemplated for service-connected 
disabled veteran enrollees of non-VA plans, who choose to get VA care for service- 
connected conditions normally covered within the basic benefits package.) 

Mr. Chairman, this concludes our testimony. 
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Testimony of Dr. John F. Burton 
Subcommittee on Hospitals and Heath Care 
March 8, 1994 


Good morning Mr. Chairman and members of the Committee. My name is Dr. John F. Burton. 
Though I am employed as the Chief of the Dental Service at the William Jennings Bryan Dorn 
VA Hospital in Columbia, South Carolina, I am here today as an officer of the National 
Association of VA Physicians and Dentists (NAVAPD), the professional organization of the 
14,000 dedicated physicians and dentists of the VA Health System. 

As a member of the VA system for over 20 years, holding both local and national positions at 
five different medical centers, I have had a chance to observe the doctors of the VA system and 
know, first hand, of the personal sacrifices they make lo provide the highest quality of patient 
care. 1 can tell you that they sincerely believe in the basic premise of the VA Health System: 
That those who have defended our nation have earned the right to the best medical care our 
nation can provide. 

The physicians and dentists of the VA also believe that the VA health care system, to which they 
have devoted their lives, is a national resource that should be an integral part of any national 
health care system. 

It provides high quality health care at costs that are significantly lower than in the private sector 
as has been verified by several independent studies. Just this month VA Central Office 
completed a study of the cost-effectiveness of dental services. It was shown that, in 1993, VA 
dentists provided services that by very conservative interpretations of the American Dental 
Association fee schedules, would have cost the government S264 million. The actual cost was 
$209 million--a savings of $55 million. 

In addition, 65 percent of medical students receive clinical experience in VA facilities and over 
50 percent of the practicing physicians in this country received some or all of their residency 
training at VA facilities. The system also provides unique opportunities for research for many 
doctors and has been responsible for many important discoveries in medical science such as the 
CAT scan and advances in prosthetic devices. 

As a result of the specialized bodies of knowledge that rest with VA physicians and dentists and 
the research that they have conducted, VA has established expertise in the management of many 
conditions that are common in the veteran population. In addition to the advancements in the 
quality of care this experience provides for veterans, there is another, less concrete but no less 
important quality that veterans receive in our medical centers. This is the sense of community 
they feel. Our doctors are their personal doctors and when they come to their VA Medical 
Center, they are surrounded by other veterans, with whom they share a common culture. There 
is a great deal of talk about changing the culture of the VA Medical System to make it 
competitive under health care reform. But this is part of the VA culture we must go to great 
length to preserve. 
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Despite years of neglect and chronic underfunding, the VA system is, to a great extent, a 
monument to what’s right about health care in this nation. 


VA doctors want to continue to provide the quality of patient care which has led the Joint 
Commission on Accreditation of Healthcare Organizations to score VA hospitals higher than 
average in recent overall ratings. At the same time, we are highly cognizant, as a group, of the 
need to cut government spending. 

If we are given a level playing field, we are supportive of the kind of accountability that is 
envisioned under health care reform, whereby VA Medical Centers would be funded or 
reimbursed based on their ability to provide a quality of care that would cause patients to choose 
them over other health care providers. 

However, every surgeon knows there are cuts that can be fatal, and I see signs that we are 
reaching a point in the VA medical system where even the most dedicated doctor will not be able 
to overcome the lack of equipment and support personnel at today's patient levels, let alone the 
much higher levels that are theoretically possible under health care reform. 

Evidence of this was found in a recent survey conducted by the Veterans Service Organizations 
of VA hospitals in six states. The survey found prolonged clinic waiting times and appointments 
commonly delayed for three to nine months. 

Even the increase of $500 million in this year's healthcare budget request is approximately $2.3 
billion dollars less than the amount specified by the Independent Budget, which NAVAPD has 
endorsed, to provide the same amount of c are as FYI988--the last year before the VA Medical 
Care program suffered major funding shortfalls. 

Particularly critical is the $41 million decrease in Medical Prosthetic Research which will result 
in effectively crippling that program if it stands. 

A great deal of the reason that the VA retains such a high level of medical personnel is the 
opportunity to participate in research and, it will be particularly important to recruit and retain 
these eminent physicians and dentists as the VA attempts to change its culture and compete under 
health care reform. Yet the research area is scheduled for decreases equal to 830 positions. 

But this is just one area of impact. Medical care is scheduled to lose 3,680 positions, of which 
2,668 or 73 percent will be direct patient care positions. For the most part these will not be 
physicians and dentists, but adequate numbers of support personnel are as important to the 
maintenance of quality health care as physicians and dentists. 

I see no way that we can sustain such a loss without having a direct affect on the quality of 
patient care. And for this reason, we strongly support H. R. 3808 to provide VA flexibility in 
meeting the workforce needs of its health care system. 


NAVAPD does not support maintenance of the VA Health Care System for its own sake. We 
are aware that the veteran population is shrinking and that no one can with certainty predict the 
effect of the massive changes underway in national health care. 


2 



92 


We urge a rational approach that will protect our veterans' rights to high quality health care and 
preserve those contributions the system makes to medicine in the United States, such as research 
and medical training. 

We are supportive of efficiency measures and even downsizing that are justified within the 
context of our mission today and the broader mission contemplated under healthcare reform. But 
we are saddened to see arbitrary cuts that sap morale and frustrate our efforts to provide proper 
care for our patients. 

In addition, we feel there should be a higher level of concern than has been evidenced for the 
defense mission of the VA as a backup system to handle active duties casualties in the case of 
war. A system that is dismantled cannot be put back together overnight. 

We are even more concerned at the kind of chaos that could be wrought by health care reform 
plans that do not fully consider the impact on the VA healthcare system and make that system 
a full partner in their efforts. For that reason, we also fully support the Veterans Health Care 
Pilot Program Act to set up pilot programs in those states that are already instituting bilateral 
health care reform. 

We see this proposal both as a means of providing the VA medical centers in those states with 
the flexibility to become part of those states' programs and as a way of setting up prototypes for 
the national systems, to see just what changes will have to be undertaken in the VA system to 
make it competitive. It will also help us identify unexpected impacts that affect patient volume 
and prepare the system for them. 

Under all the scenarios for health care reform-including the one that envisions no action-the VA 
Health Care System undergoes significant change. The veteran population is becoming older, 
creating a greater need for geriatric and long-term care programs. The veteran population is 
shifting geographically depopulating some centers and overloading others. Health care reform 
will only add to the changes required. 

The very nature of the VA healthcare system is to be responsive to the changes in veteran 
populations created by the unpredictable conflicts in which this nation has become involved. We 
strongly believe that the physicians and dentists of that system are equipped to meet the challenge 
of change, if we are given the flexibility and allowed the time and resources to rationally plan 
for and deal with the changes called for. 

We ask that you help us in our quest to maintain the quality of patient care in the VA healthcare 
system by approving H.R. 3808 to preserve the VA's flexibility in meeting the medical workforce 
needs and the Veterans Health-Care Pilot Act of 1994. Further, we ask that you make the 
doctors of the VA Healthcare System an integral pan of the planning for the future under health 
care reform. 

We are proud of the system we have helped create and want to help in bringing it into a new era 
of success in serving the nation. 

Thank you. 
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Mr. Chairman and members of the Subcommittee, 1 am Bette L. Davis, MSN. RN. CS, a clinical 
nurse specialist at the Washington, D.C. Veterans Affairs Medical Center and president of the 
Nurses Organization of Veterans Affairs (NOVA), Thank you for inviting NOVA to testify today 
on H R. 3808, legislation to preserve VA's flexibility in meeting its medical workforce needs, 
and draft legislation to authorize a pilot program for VA participation in State health 
reforms. We appreciate the opportunity to work with this Subcommittee for Lhe 
improvement of veterans' health care. 


H.R. 3808 

Mr. Chairman, NOVA applauds the introduction of bill H.R. 3808, legislation that would pul off 
any health care staff reductions until the DVA Secretary can more realistically determine its 
workforce needs. In order to implement VA health care under national health care reform, 
the Secretary must have this option if VA health care facilities are to be viable partners in 
offering VA health plans for veterans. 

At a time when VA is preparing to meet an additional demand in its services, both by 
veterans already in the private sector and from a present downsizing of the defense 
department, we are being asked to decrease an already yearly- lowered FTE ceiling just to 
provide current care. Right now. in most VAMCs. it is difficult for VA nurses to function on 
FTE ceilings assigned to nursing each fiscal year. Among the obvious, telling signs is the 
necessary among of dollars used for overtime and VA RN prn pools established for additional 
nursing coverage. Contracting with outside nursing agencies is even more costly with less 
control of quality. Now. more than ever, is the time to recognize the need for adequate 
staffing numbers and use budget dollars for official FTE positions. Health and life-saving 
care cannot be ignored, postponed or sacrificed. 

NOVA supports the two key policies in bill H.R. 3808 that would provide no reduction in 
number of employees in Veterans Health Administration for fiscal years 1994-1999, unless 
specifically required by law or by availability of funds, and that would ease limitations in 
current law on contracting out activities currently being performed by employees at VA 
health care facilities, as long as priority in hiring or in job training is given to any displaced 
VA employee, 

NOVA is concerned that workplace restructuring, the impact of mandated employee cuts as 
proposed for federal agencies by the Office of Management and Budget, and a Balanced 
Budget Amendment would essentially halt any attempts for comprehensive health care 
reform legislation, just as the VA is on the brink of something beneficial happening. OMB's 
proposed reduction would prevent VA from becoming a competitive participant. VA's 
registered nurses' contribution as front line providers of health care to the nation's veterans 
is extraordinary. Failing to fill vacancies and reducing RN FTEs could pose serious problems 
of quality and safety in patient care. Patients who are hospitalized are more seriously ill 
and require an even higher RN to patient ratio than in the past for delivery of more complex 
care. 
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The cost effectiveness and quality of care of using RNs in all settings has been demonstrated, 
but NOVA fears that attempts to lower costs immediately will shift more direct patient care 
to lesser- trained health care workers and aides. Published research shows that hospital 
mortality rales, patient complications, readmission rates, and patient lengths of stay all 
decrease as the number of RNs caring for patient increases. Adequate RN nursing care saves 
money, ensures quality care and contributes to positive patient outcomes. 

NOVA urges Congress to consider education and retraining of nurses and other health 
professionals for programs now being developed for primary and preventive care. Demand 
for RNs within hospitals and in the shift toward more ambulatory, home, and community- 
based care will be even greater. Opening doors for expanded care to veterans who have 
delayed or deferred care takes appropriately prepared nurses and other professionals to 
ensure a successful transition into more comprehensive care and for implementation of 
programs already proposed and underway, such as health care for women veterans, homeless 
veterans and Gulf War veterans, to name a few 

Draft Legislation to Authorize Pilot Programs for VA 
Participation in Stale Health Reforms 

NOVA supports legislation that would provide authority for the Secretary of DVA to establish 
and operate pilot programs in up to five stales which have enacted a State health reform 
plan. 

In implementing VA pilot programs, the Secretary would be allowed to 

1. ) provide health care services on the same or similar basis as the Stale 

reform plan to veterans and family members of participating veterans 

2. J comply with Stale law requirements applicable to a Stale reform health plan 

3. ) conduct pilot programs in some or all VA health care facilities located in the 

State, and 

4. ) establish catchment areas for participation in pilot programs 

NOVA believes that establishment of pilot programs would provide VA an early opportunity to 
test its ability to compete for enrollment in VA health care plans and provide transition 
models for the future. 

A reorganization of VA under health care reform must take place at the local VAMC level. 
Thus, NOVA endorses the conditions of participation in pilot programs as outlined in the draft 
legislation. Factors of health coverage include consideration of benefits afforded State 
residents, the cost of financially supporting a viable plan, a timely reporting mechanism and 
rationale of the pilot programs, assurances of no-cost 

care for SC veterans, and the continuation of access for specialized treatment programs of 
disabled veterans. 

Establishment of a revolving fund for conduct of the pilot programs without fiscal year 
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limitation for expenses is imperative to carry out the purposes of the pilot program. Such 
an approach increases flexibility and assurance of positive results. 

NOVA supports Administrative and Personnel flexibility for positioning VAMCs to enter 
contracts for health care services and for other items or supplies when it is cost-effective or 
necessary to provide services in a timely manner. 

Expanded Sharing Authority 

In order for VA to give comparable health care in a State which has enacted a State reform 
plan, it is important that VAMCs be able to function more autonomously and enter 
agreements with health care plans, insurors . or other health care providers, etc, NOVA 
believes veteran clients would actively participate in establishing health care priorities, 
governance and future direction of each medical center, if enlisted. 

Mr. Chairman, thank you for the opportunity to share with you V A nursing's concerns related 
to health care staff reductions and VA's participation in State health reforms. NOVA looks 
forward to your ongoing support for VA nursing and veterans health care. 
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Mr. Chairman and members of the Subcommittee, my name is Bobby 
L. Harnage and I am the National Secretary-Treasurer of the 
American Federation of Government Employees, AFL-CIO (AFGE) . On 
behalf of the 125,000 employees of the Department of Veterans' 
Affairs our union represents, I appreciate the opportunity to 
present our views on H.R. 3808, the Veterans Health Care Pilot 
Program Act of 1994. 

We share many of the same concerns expressed by you, Mr. 
Chairman, in your remarks upon introducing H.R. 3808, a bill to 
provide VA flexibility in meeting the workforce needs of its health 
care system. Many of the goals this legislation seeks to achieve 
are, in part, the same goals we have presented to this Subcommittee 
in previous testimony. However, we have grave and justifiable 
concerns about this particular proposal and do not believe that it 
is a viable means to achieve the goals we share. 

We agree that the Administration's proposed workforce 
reductions at the DVA are purely arbitrary and unnecessarily deep. 
As Vice President Gore's NPR Report found, FTE ceilings are an 
incredibly poor way to manage agencies. The Government should be, 
as we have previously testified, "right sized" . The mission of 
each agency should be carefully examined and the most efficient way 
to carry it out and provide quality services to its consumers, the 
American public, determined. Once this determination is made, the 
agency should be staffed accordingly. Simply selecting an 
arbitrary number of employees to perform work bears no rational 
relationship to the work to be performed and cannot possibly result 
in improved service delivery. 

Further, the Administration's proposed reduction in the 
Federal workforce ignores the fact that the total number of people 
performing the Government's business consists not only of those in 
Federal service, but a very large number of individuals employed by 
contractors. It has been well-established that the Government's 
contracting out program is replete with fraud, abuse and massive 
cost over-runs. Accordingly, the bloated contractor workforce must 
not be overlooked when considering overall reductions of government 
personnel . 
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A report released January 13, 1994 by Office of Management and 
Budget Director Leon Panetta, cited "serious" problems in the way 
the Federal Government contracts for services from the private 
sector • 

As stated in the Government Employee Relations Report of 
January 24, 1994, the OMB report said that many agencies are being 
forced to do more with less. Further, agencies often assume that 
additional Government personnel will not be authorized and, 
therefore, there is no alternative but to contract for needed 
services. According to the report, the Government spends over $105 
billion annually for all types of services. The OMB report was 
highly critical of service contracting practices and urged a number 
of actions be taken to prevent abuse. 

It is long past time for the Congress and the Administration 
to recognize that service contracting is not always the most 
efficient and cost effective way to perform work. Obviously, in 
those instances where it is not both efficient and cost effective, 
it should not be undertaken. It is time for the Congress and the 
Administration to recognize that any workforce reductions must be 
made applicable to the entire workforce- -those employed directly by 
the Federal Government, as well as those individuals employed 
indirectly -- the huge shadow or contractor workforce. H.R. 3808 
does not do this. It simply circumvents the proposed reductions by 
reducing Federal personnel and authorizing increases in the number 
of contractor personnel. 

Mr. Chairman and members of the Committee, if, as we all 
agree, the Administration's proposed workforce reductions will 
leave insufficient personnel to carry out the current mission of 
the DVA , not to mention the personnel needed deliver the services 
proposed in connection with national health care reform, then you 
must say no to those irrational cuts. You must, instead, authorize 
sufficient Federal personnel to provide the quality services 
deserved and expected by our veterans and their families. 

H.R. 3808 would authorize the Secretary of Veterans Affairs to 
establish and operate pilot programs in up to five states. These 
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states must have enacted legislation which is intended, at least in 
part, to give their residents, who lack, or have inadequate, health 
insurance coverage, access to health care services. In our view, 
this is putting the cart before the horse. Mr. Chairman, the 
Administration's Health Security Act is, as you stated, "a serious, 
meaningful effort to address the needs of our nation's veterans", 
as well as the needs of all Americans. However, health care reform 
is not a reality yet. In fact, no one can predict at this time 
precisely what will be required of each state nor precisely what 
the Department of Veterans' Affairs' role will be in delivering 
services under any health care reform measure enacted. 

To authorize the Secretary to participate in and to comply 
with state laws applicable to that state's reform plan without any 
mention of applicable standards to be met, is simply not acceptable 
or appropriate. Certainly, if a state plan does not provide for 
meaningful cost containment measures, if it does not provide a 
comprehensive range of core benefits, if it does not have quality 
assurance features, the Federal Government should not be a party to 
it. While we recognize that prior to the establishment of such a 
pilot project, the Secretary would be required to submit a report 
to the appropriate Committees of Congress, we still find that the 
basic approach of H.R. 3808 is wrong and wholly unwarranted at this 
time . 

Second, the bill provides that funds from the Medical Care 
Appropriation Account and the Construction Account may be 
transferred to a revolving fund. It gives the Secretary authority 
to establish and maintain checking and savings accounts in any 
Federal Reserve Bank in connection with the revolving fund and to 
spend that money in any way he determines appropriate in connection 
with the pilot programs. This unprecedented authority, in our 
view, is both unwise and of questionable legal authority. We do 
not believe the provisions can be squared with Article I, Section 
IX of the United States Constitution. That section requires that 
"no money shall be drawn from the Treasury but in consequence of 
appropriations made by law...." It appears that this specifically 
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enumerated power of the legislature is abrogated under H. R. 3808. 
What is proposed is that monies appropriated for specific purposes 
may be transferred at the sole discretion of the Secretary for 
other purposes which the Secretary, not the Congress, deems 
appropriate including such things as "conducting consumer surveys, 
printing, marketing, and advertising". If nothing more, this 
certainly is so grossly over-broad as to have the appearance of a 
misuse of taxpayers' monies. 

Finally, we note that H.R. 3808 waives all current statutory 
safeguards with respect to administrative reorganizations and 
competitive contracting for services and the procurement of any 
item at a cost of less than $100,000. We can think of no need for 
this. The Department of Veterans Affairs currently has more 
authority with respect to obtaining the necessary personnel and 
other resources than almost any other agency of the Federal 
Government. It has special pay scales and hiring authority 
provided in order to enable the DVA to recruit qualified medical 
personnel. It is exempt from many of the provisions of Federal 
labor law and other personnel laws applicable to employees in other 
agencies. It currently has contracting authority within certain 
guidelines. And, it has a host of other options to enable it to 
carry out its current mission. But, as many reports substantiate, 
it has been unable to use this broad authority wisely and well . 
Certainly the solution does not lie in either granting the 
Secretary more authority or exempting the DVA from more provisions 
of law. 

The problems documented by our title 38 members are legion. 
DVA employees themselves have brought many of these to the 
attention of the Committee and we stand ready to work with it to 
find ways to improve the relationship between the DVA and its 
workforce, as well as ways to enhance service delivery in a cost 
efficient manner. And, if the mission of the DVA is changed or 
expanded as a result of enactment of health care reform, then 
further authority may be necessary at that time but not now. 

In sum, AFGE is of the opinion that it is premature to take 
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legislative action to meet needs which may or may not be required 
under national health care reform. We question the legality of 
giving the Secretary authority to transfer and use appropriated 
funds for purposes which he ( and not the Congress, deems 
appropriate. And most of all, we do not believe that the way to 
address a shortfall of personnel necessary to carry out the 
Department's mission should be by authorizing additional service 
contracting. In fact, we urge this Committee to take the lead in 
pointing out that arbitrary FTE ceilings are a poor way to manage 
agencies. FTE ceilings only focus on a part of the Federal 
workforce. It ignores the fact that the huge contractor workforce 
is costing the taxpayers in excess of $105 billion each year. More 
often than not, the work could be more efficiently performed by 
Federal personnel at a lower cost. What must be done is to assess 
the mission of the Department of Veterans' Affairs, determine how 
that mission can be carried out in the most efficient and cost 
effective manner and provide for staff accordingly. If this 
entails more personnel than DVA currently has, then Congress should 
provide the authorization and funds to hire such additional 
personnel . 

AFGE believes that the President's plans for national health 
care reform hold the potential to greatly improve both the quality 
and quantity of health care services the DVA now provides. As we 
have testified previously, this may require that the DVA change its 
resource priorities. But, we do not believe H.R. 3808 is the 
manner in which to do this. 

That concludes my testimony. I will be happy to answer any 
questions . 
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HONORABLE J. ROY ROWLAND 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
QUESTIONS SUBMITTED FOR THE RECORD 
FOR EL WOOD HEADLEY, M.D. 
DEPARTMENT OF VETERANS AFFAIRS 
HEARING MARCH 8, 1994 


Question 1: How do we avoid a situation where, under broad delegations of authority, a 
national VA system becomes fragmented as facilities in individual states pursue a state- 
focused mission rather than a VA system mission? 

Answer: State based health care reform and national health care reform share common 
factors. Both are concerned with controlling cost, improving the quality of care, 
improving access, and designing a delivery system that is more responsive to their 
customers. These factors are, and will remain, the national mission of VA. 

However, veterans do not live, work, and get sick on a national scale. They live, work, 
and need health care at or near their home. The most overused but true phrase of health 
care reform in V A is that “health care is local.” It is through the broad delegations of 
authority, and the decentralization of VA health care, that we will be best able to respond 
to what veterans want: local health care tailored to their particular needs. 

Finally, the VA is an integrated national health care system that will continue to be a 
national resource for veterans who require a specialized service, such as Spinal Cord 
Injury (SCI), Post Traumatic Stress Disorder (PTSD), blind rehabilitation services, and 
substance abuse treatment programs. These services will remain available for veterans 
along with the comprehensive benefits services provided to every veteran who enrolls in a 
V A health plan. It is in that respect that we will continue to simultaneously have a 
national VA system mission while providing health care on a local basis with state-focused 
planning. 

Question 2: With respect to state health reform do you foresee the possibility that even 
with an authorization of appropriations in law, that the VA health care system as a whole 
may have to bear the initial costs of VA facilities’ participating in a few states? Doesn't 
that argue for caution in limiting the number of states in which VA participates? 

Answer: It certainly does. There are many changes VA must consider if it is to be a full 
player in health care reform and a successful competitor for new enrollees. That is why 
we agree with the Subcommittee’s view that we should only conduct pilots in up to 5 
states. This will give us an opportunity to lest ideas on a limited basis and leant what 
works. 

Question 3: Does the literature suggest how large an enrollment pool of a health plan 
needs in order to develop a managed care system within a framework of managed 
competition which results in an appropriate case mix and sufficient workload to negotiate 
discounts on provider contracts? 

Answer: The literature suggests that a certain number of enrollees are required to 
support a certain level of investment in staff, infrastructure, and the spectrum of medical 
services provided for a successful pre-paid Health Maintenance Organization (HMO). 

The literature also suggests that it is not just the number of enrollees but the balance and 
mix of enrollees with certain health status variables, including age, marital status, previous 
medical history, etc., that influence the Financial health of an HMO and the services that 
can be offered to enrollees. 

A January 1993 article in The New England Journal of Medicine suggests that 300,000 
enrollees would be necessary to support an HMO that offered all ambulatory services and 
hospital services with its own panel of providers and a 600 bed hospital, but would need 
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lo contract for some surgical specialties, including cardiothoracic and neurosurgery 
services. A plan of 120,000 could provide the full complement of acute care hospital 
services using its own staff, although some specialty services would be at the three person 
minimum. This size plan could exert substantial influence over one or two other 
community hospitals and providers of specialty services, but would need to contract for 
other inpatient facilities with other plans. 
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HONORABLE CHRIS SMITH 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
QUESTIONS SUBMITTED FOR THE RECORD 
FOR ELWOOD HEADLEY, M.D. 
DEPARTMENT OF VETERANS AFFAIRS 
HEARING MARCH 8, 1994 


Question I: If VA is allowed to esiablish its own catchment area and it elects to allow 
veterans of other states to enroll, who would be responsible for payment of the out-of- 
state veteran's premium? 

Answer: This question has received a great deal of debate and will continue to be 
discussed over the next several months. Eligibility for care at a VAMC is currently based 
on Title 38 and not state or catchment area boundaries. Therefore, any veteran who is 
eligible for care will continue to receive care at a VAMC, even if that VAMC is in a pilot 
state. 

Designation of a pilot site should not interfere with existing referral patterns for out-of- 
state residents. For example, veterans living in Boise, Idaho, often receive primary care in 
Boise and referral to Seattle for tertiary care. This type of network and referral pattern in 
VA would not be changed if Washington became a pilot site. 

Question 2: Have you considered whether there are any legal implications to the 
provision of variable benefits packages to similarly eligible veterans depending upon their 
state of residence? For example, a veteran who resides over the state line bin who relies 
on VA in a state in which reform has taken place, because the veteran is not a resident of 
the state, he may not be eligible for the same benefits package as those who do reside in 
the state. How have you or would you resolve this? 

Answer: VA facilities will need to consider managing two separate systems of patient 
benefits (one for state residents and one for non-residents). 

Question 3: If VA were to enact comprehensive eligibility reform with a clearly identified 
veteran population, mandated to receive access to a full continuum of care, would state 
waiver authority be necessary? 

Answer: VA has testified on the need to streamline veteran eligibility requirements in the 
past. We beLieve that all necessary revisions to current eligibility requirements are 
addressed in the President's proposal for health care reform. It offers all veterans, for the 
first time, the opportunity to enroll in VA health care plans and receive the comprehensive 
benefits package. 

Question 4: How is VA going to track funding at each facility so lhai Congress will be 
able to weigh the relative cost per state? 

Answer: Proposed stale pilot legislation requires VA to establish a revolving fund with a 
separate account for each separate pilot state. This revolving fund must consist of all 
appropriated funds for VA facilities in that state, any additional appropriated funds, and 
any additional funds received by the pilot state from enrollee premiums, Medicare 
reimbursements, sharing agreements, etc. This should allow VA to better track the costs 
and revenues for all the facilities in a pilot state. 


Question 5: In your opinion, are the proposed FY 1995 FTEEcuts consistent with VA’s 
own planning models for meeting current and future demand for health care services? 

Answer: The proposed FTEE cuts are not based on patient workload, but rather on 
proposed improvements in efficiency. This is addressed through a broad management 
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improvement initiative which includes: collaboration with community health care 
providers; decentralization and local delegation of authority; consolidation of support and 
clinical functions; and mission realignments. This will help eliminate over-control and 
micro-management while promoting local empowerment and innovation, all of which are 
compatible with National Performance Review proposals. This effort to "right-size" VA is 
consistent with private sector activities and will keep us well positioned for national health 
care reform. 


Question 6 : In your opinion, will the proposed FTEE cuts allow VA to provide health 
care more efficiently to veterans? If so. how? 

Answer: Yes. This request reflects a change in the management perspective on federal 
staffing. In addition to adding to management's flexibility to meet health manpower 
requirements, VA is also implementing more efficient and streamlined operations which 
should help reduce overall employment requirements even under health care reform. This 
is addressed through the management improvement initiative discussed above. 
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HONORABLE MIKE KRIEDLER 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
QUESTIONS SUBMITTED FOR THE RECORD 
FOR EL WOOD HEADLEY, M.D. 
DEPARTMENT OF VETERANS AFFAIRS 
HEARING MARCH 8, 1994 


Question 1: If Congress gives the VA authority to operate pilot programs, how much 
authority would the VA give local VAMCs to make decisions on how best to operate? 

Answer: It is the intention of VA to empower pilot plan management with necessary and 
appropriate authority. For example, we expect that in most instances general contracting 
authority will be decentralized to the extent that statute permits. 

Question 2: In participating in state health reform, won't VA in effect be guaranteeing 
that it will provide all needed care covered in the state plan to enrollees at a fixed 
cost/cnrollee? This would be an entirely new undertaking for VA, and miscalculations 
could be costly, couldn't they? 

Aaswer: Yes. A VA health care plan with a benefits package as defined by the state 
would be offered to many enrollees for a fixed premium. We may also have the 
opportunity to sell supplemental benefit packages for services offered by VA and not 
offered in the state benefit package. It is important to remember that the price of such 
plans assumes that every offered service will not be used by every enrollee. 

The greatest area of concern with respect to possible miscalculations is expected to be 
associated with our ability to actuarially assess our potential enrollment and to then set our 
prices accordingly. That is what it will take if VA is to participate effectively as a health 
plan--on a level playing field with all other health plans. It is the art of assessing future 
costs and revenues so as to set prices that VA must learn to do well, if it is to succeed in a 
competitive health care marketplace. 

Question 3: Would you describe the major component elements of establishing a VA 
Plan in a state and comment on the magnitude of costs associated with those start-up 
efforts? 

Answer: We cannot fully answer this question until a solicitation for facility proposals 
(SFP) is developed and evaluated and until a marketing survey is completed. We hope to 
have these completed this summer or fall. We can, however, comment on our efforts to 
date. 

Some time ago we asked the lead directors to begin a strategic planning effort involving 
all VA facilities located in priority states or that provide significant care to veterans who 
are among that state's residents. It is intended that this effort will ultimately result in a 
business plan for VA participation in the state's reformed health care environment. The 
three principal elements of this strategic plan are: 

a. Develop a Vision-stale in concrete terms relative to programs, services, 
customers, and organizations. 

b. Conduct a Situational Assessment-explore those factors that obstruct or 
enhance reaching the vision. 

c. Identify a Strategy-detail actions necessary to manage issues building on 
strengths, overcoming weaknesses, exploiting opportunities, blunting threats and including 
a feasibility assessment that identifies resources needed. 
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Among the specific activities that lead directors have recently undertaken include the 
following: 

a. analysis of the state health care reform legislation, the market- including current 
users, potential users and the competition-and the wants and degrees of satisfaction of 
current and potential customers. 

b. design and assessment of VA's approach to statewide participation, including 
analysis of costs, and exploration of the efficacy and method of sharing and reallocating 
VA resources to meet customer demands. 

c. assessment of strengths and weaknesses in accomplishing plans, including the 
identification of major obstacles and actions necessary to address deficiencies that can be 
resolved at various levels of VA. 

Question 4: How do we avoid a situation where, under broad delegations of authority, a 
national VA system becomes fragmented as facilities in individual states pursue a state- 
focused mission rather than a VA system mission? 

Answer: State-based health care reform and naiional health care reform share common 
elements. Both are concerned with controlling cost, improving the quality of care, 
improving access and designing a delivery system that is more responsive to their 
customers. That is and will remain the national mission of VA. 

However, veterans do not live, work, and gel sick on a national scale. They live, work, 
and need health care at or near their home. The most overused but true phrase of health 
care reform in V A is that “health care is local.” It is through the broad delegations of 
authority, and the decentralization of VA health care, that we will be best able to respond 
to what veterans want: local health care tailored to their particular needs. 

Finally, the VA is an integrated national system that will continue to be a national resource 
for veterans who require a specialized service, such as Spinal Cord Injury (SCI), Post 
Traumatic Stress Disorder (PTSD), blind rehabilitation services, and substance abuse 
treatment programs. These services will remain for veterans along with the 
comprehensive benefits services provided to every veteran who enrolls in a VA health 
plan. It is in that respect that we will continue to simultaneously have a national VA 
system mission while providing health care on a local basis with slate-focused planning. 

Question 5: One purpose of participating in State reform efforts would seem to be to 
serve as a laboratory for the larger system. What provision is the Department making for 
the pilot participants to focus on the ”cx portability" of their work? 

Answer: A major reason for participating in state reform and for having the authority to 
conduct pilots is so that the pilots may serve as laboratories for VA health care reform as a 
whole. We expect that we will test many of the nationally-planned elements of our 
implementation plan for national health care reform and we will learn of locally tried 
aspects that warrant broader application in VA. The primary reason for conducting pilots 
is to test ideas and proposed changes on a limited basis before they are implemented on a 
national scale. There are many issues and lessons to learn for VA to participate in a 
national, competitive health care environment. 

We are in the process of developing a solicitation for facility proposals (SFP) in order to 
competitively select the most promising sites for VA pilot program participation. This 
SFP will be sent to states that have already enacted comprehensive health care reform 
initiatives. The criteria for selection will essentially be based on the potential for the pilot 
state to serve as a model for VA to learn how best to compete with other health care 
providers in other states when national health care reform is enacted. VA is specifically 
interested in the extent to which a proposed pilot stale plans to provide or phase in 
universal coverage and cost controls. We are also interested in the pilot state's proposed 
scope of benefits offered to residents and the sources of financing. 
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We plan to closely monitor the progress of pilot stales and plan to conduct a research- 
based evaluation of the pilots. We expect that the results of the evaluation will be 
disseminated throughout VA and to Congress and will include any statutorily required 
information and assessments. 
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Chairman Rowland to Malcom Randall, Director, 

FL 


VA Medical Center, Gainesville, 


HONORABLE J. ROT ROWLAND 
SUBCOMMITTEE ON HOSPITAL AND HEALTH CARE 
HEARING ON MARCH 8, 1994 
QUESTIONS SUBMITTED FOR THE RECORD 
FOR PANEL I 


1. The Department's testimony said that VA is evaluating the desirability of 
consolidating personnel, procurement, and other administrative offices now 
located in each hospital a3 a means of reducing staff. Isn't it likely that 
health reform will significantly increase hospital responsibilities in some of 
these areas — requiring more personnel rather than fewer? 

Answer: If we are going to compete for veteran patients through Accountable 
Health Plans (AHPs), it will be necessary for us to establish small clinics in 
the Primary Service Area of each VAMC. The problem of ready access in terms of 
distance and miles driven is key to whether or not VA can successfully compete. 
We must compete for the lower priority patients (i.e., higher-income veterans, 
nonservice-connected), in addition to service-connected and lower income- 
veterans, in order to compensate for any loss in patients that might occur 
because both groups of veterans decide to receive their care in their home 
communities under the coverage that would be provided through health care reform. 
The first issue we must deal with, therefore, is the issue of access. Although 
the access clinics that we would establish would be mini-clinics rather than 
satellite clinics that VA now has, the number of these clinics would depend on 
the size of the Primary Service Areas. Thus, VA would be required to either 
establish these clinics with VA personnel or to contract for the services. If 
these community clinics bring in veterans we have not been seeing before, it 
could increase the number of patients that require hospitalization. If this 
happens, some of the beds that have been closed will need to be reopened, 
requiring additional personnel. However, it is too early to tell whether 
implementation of health care reform will require expansion of administrative 
offices in areas where we are currently seeking to achieve more efficient 
operations. In any event, the types of organizational changes we are making in 
order to become more efficient will not be inconsistent with implementation of 
reform. 

2. VA officials have long maintained that there is suppressed veteran demand for 
VA care. If so, isn't there a likelihood that as some of your patients opt out 
of the system to obtain care under a new State plan, that others would take their 
place : 

Answer: I agree with the VA officials that there is a suppressed demand for VA 
care, particularly in Florida. Florida VAMCs have been turning away many 
patients based on the "space available" concept. Many of these lower priority 
patients have attempted to access the VA system repeatedly, and then have stopped 
attempting to access the system because they realize that they probably will not 
be picked up in a patient care program. If we do a good job of making access 
available close to their homes and of providing prompt, responsive treatment, I 
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believe that we have a good chance of having many of these patients who have not 
been accepted in the past choose the VA Accountable Health Plan. 

3, How do we ensure that the start-up work and systems which you develop to 
establish and operate health plans can be exported to serve national needs? 
Conversely, how do we guard against your developing or obtaining software, for 
example, that could not be easily meshed into the development of a uniform, 
national electronic patient record? 

Answer: We can ensure that start-up work and systems in the different states can 
be exported by establishing pilot states. Out of these pilot states can come 
practical operating experience which can be used to develop national guidelines 
for all of the states. As to the second part of this question, if pilot states 
are established, they can be instructed not to use software that could not be 
easily meshed into the development of a uniform, national electronic patient 
record. 

A. Do you have confidence that, as VA's formal testimony implied, it can achieve 
a massive reduction in its workforce simply by streamlining administrative 
operations, and do that without any impact on veterans' care? 

Answer: I do not know the extent to which the VA Central Office can reduce FT EE 
through mechanisms such as streamlining administrative operations, eliminating 
certain Central Office functions, and the contracting route. I do know that they 
are making every attempt to avoid any impact of FTEE reductions on patient care. 
Reductions in direct care personnel that are applied systemwide could have an 
adverse impact on our ability to provide care to our patients, but as we change 
from specialty care to primary care, we may find some personnel reductions may 
not have a significant effect on patient care. 
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QUESTIONS SUBMITTED FOR THE RECORD 
MALCOM RANDALL, VAMC , GAINESVILLE, FL 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
MARCH 0, 1994 


1. Your state is already in the process of implementing state reform efforts 
with universal coverage as its goal. What waiver authorities are necessary for 
VA to become a full participant in state reform? 

Answer: There are a number of federal issues which would require waiver for VA 
to become a full participant in state reform. I will detail a few of the 
necessary waivers. 

Contracting Authority . We need local authority to enter into contracts to form 
an accountable health partnership (AHP) or to join one. The authority must allow 
us to enter into other contracts to facilitate AHP formation, such as with 
consultants. It should also allow us to participate in medical assistance, 
Medicaid, and other state programs for disadvantaged citizens to the extent 
compatible with our mission to treat veterans (and perhaps their families). 

Ability to Use Appropriated Funds . There is legislation pending in the Florida 
Legislature authorizing VA to automatically function as an AHP. If the state is 
unable to pass this legislation, we need authority to use appropriated funds to 
form an AHP, to capitalize any new organizations, to establish any reserves or 
deposit required by state law, to market the AHP and to advertise it. This 
authority must allow us to keep funds in reserve to the extent necessary to 
comply with state regulatory requirements. The authority should further allow 
us to agree to indemnification provisions to the extent required by state law. 

Eligibility Waivers . The Federal interim legislation should authorize VA to 
provide the state's comprehensive care package to eligible veterans and their 
families. The law should allow us to provide obstetrical and emergency care. 
The law should allow us to provide whatever care may be necessary to meet 
conversion and continuation of care requirements, to comply with state 
requirements in case unforeseen circumstances result in loss of coverage. The 
law should allow us to waive all copayments, deductibles, and premiums so we can 
structure payments from eligible veterans in accordance with the market. 

Submission to State Regulations . The legislation should permit us to use 
appropriated funds to pay state fees and or state licenses necessary to 
participate as an AHP, and otherwise agree to follow state regulations if that 
is necessary to compete in the marketplace. 

Pre-emption of State Provisions and Non-Discrimination Clauses . The Clinton plan 
provides for pre-emption of state provisions and health alliance requirements 
that are contrary to Federal law or regulation and also provides that alliances 
may not discriminate against VA plans due to those differences. We need that 
type of provision immediately. We also need a provision providing that a state 
may not deny licensure, registration, certification, or whatever regulatory 
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language is used in that state to VA plans based on the VA plan's refusal to 
comply with state provisions that are contrary to Federal law, regulation or 
policy. 

Local Control . We need local control to contract and waive specific manual 
provisions impeding our participation in state health care reform. We also need 
fiscal waivers to permit us to move funds between control points. 

Personnel Issues . In order to respond to the market place, we need waivers of 
certain Title 5 and Title 38 personnel practices. 

Al* ernative Dispute Resolution . We need authority to enter into binding 
arbitration to resolve claim disputes, arising from AHP operations including 
access to the Judgment Fund for payment of medical malpractice claims. We also 
need to be able to use this process for eligibility claims and other issues that 
impact on medical care but are now resolved by VBA. 

Education Issues . We need broad authority to participate in health professional 
education programs, such as state-run internships and loan forgiveness programs. 
We need broad authority to enroll in other Federal programs and state and local 
programs either as an educational institution, employer of graduates, or employer 
of current students. 

Release of Information . We need an amendment to 38 USC 5701 to allow us to 
release names and addresses of patients to the state for patient surveys and 
other information required by state law such as comparative data to enable 
residents to make more informed choices. 

2. Do you believe inclusion of dependents of veterans is essential to successful 
VA participation in state reform? Why or Why not? 

Answer: Yes, to truly compete successfully in the Florida health care reform 
program, VA will have to include the treatment of the dependents of veterans. 
Estimates show that 69 percent of the veteran population uses health care 
services in a given year. Of this number, only 14 percent use VA as their health 
care provider. A majority (82 percent) of the veterans in Florida have at least 
one dependent residing in their household. Over 62 percent of Florida's veterans 
have incomes that exceed $25,000 per year. Normally, families purchase health 
care coverage as a unit rather than for the individuals members of the family. 
If VA is going to successfully compete as an accountable health plan (AHP) , we 
need to offer our AHP to the veteran and his/her entire family. We must be able 
to either provide the veteran and his/her family with treatment in a VA facility 
or purchase the service through a contractual arrangement. If we do not provide 
health care coverage for the veteran and his entire family, it likely that the 
veteran would choose to purchase another AHP to provide health care coverage. 

3. How does the uniform basic benefit package provided to those covered in your 
state compare to the health care services provided by VA? More comprehensive or 
less comprehensive? 
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Answer: Although Florida's basic benefit package has not been fully defined by 
the legislature, the proposed benefits package offered by the state would be 
slightly less comprehensive than the services the VA currently provides to 
certain eligible veterans. The VA offers a full continuum of care, including 
services such as dental, optometry and home health care. The state package 
includes these services on a very restricted basis. The state plan does, 
however, emphasi2e primary and preventive care — a VA priority. 

A major difference between the state package and VA health care is the area of 
women's services. VA has made tremendous progress in providing quality women's 
health care services. However, current eligibility restrictions prohibit VA from 
providing obstetrical services to veterans. Because of these resolutions, the 
state package does offer more comprehensive benefits for women. 

4. If waiver authority is granted to allow VA participation in your state, what 
assurances do we have that you will continue to provide services to veterans 
which may be outside the basic benefits package? (i.e., Spinal Cord Injury and 
Blind Rehabilitation, prosthetics) 

Answer: The services VA offers that exceed the state's basic benefits package 
such as spinal cord injury programs, blind rehabilitation, and prosthetics make 
the VA benefits package more attractive to veterans who are purchasing an AHP. 
They will assist us in marketing our AHP as the best plan for veterans. As the 
providers of these specialized services, VA practitioners have become experts in 
these highly specialized areas of care. These types of specialized services are 
normally tied to our affiliations with medical schools. They are what make VA 
the most appropriate plan for veterans. VA knows the health care needs of 
veterans and has services to meet these needs. As the veteran population ages, 
the need for these services, especially prosthetics, will be a major marketing 
tool for VA. In addition, these services are integral to VA's mission in meeting 
veterans' specialty needs, and I believe VA will continue to attach a priority 
to them. 

5. Have you studied what effect there will be on veteran workload at your 
medical center if VA cannot participate in state reform? 

Answer: Yes, the possibility exists that VA's workload will decrease unless we 
participate in state reform. The most significant threat in Florida is the 
proposed MedAccess program. This program would allow Florida citizens who earn 
up to 250% of the poverty level to buy in to the Medicaid program. Approximately 
14%, or 21,361 of the 153,104 veterans actually treated by the VA would be 
eligible to receive their health care through the MedAccess program. These 
conservative estimates place VA's workload at a 14% decrease, if all of veteran 
patients eligible to buy in to Medicaid did so and discontinued using VA 
facilities . 

6. If VA participation were allowed, please describe briefly how VA would 
function in your state. 
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Answer: As part of VA's transition into health care reform, the VA medical 
centers in Florida are developing a strategic plan to insure successful 
integration with the state health care reform program. The VA medical centers 
in Florida would like to participate as full partners in the Florida health care 
reform program and develop an accountable health plan. The primary goal for the 
VA Medical Centers in Florida is the development of a health care delivery model 
that will insure that VA can successfully compete in the reformed health care 
market. The VA facilities in Florida would operate as an integrated health care 
network with health care provided either in a VA facility or through contractual 
arrangements with local health care providers. 

7. How optimistic are you that VA could transform itself in your state to become 
a primary care focused system? Are additional resources necessary to achieve 
this? 

Answer: VA facilities in Florida will be able to make the transformation. 
Additional resources from revenues from insurers are essential to enable VA to 
provide access to the substantial numbers of veterans and their dependents who 
are not now receiving care from VA facilities in Florida to provide access in 
locations which lack local VA facilities, and to provide access to the wide range 
of women's and children's services not currently available at VA facilities but 
which will be essential in order to attract and retain veterans and their 
dependents. These services need to be local. 

8. What effect will VA transformation to a primary care mission have on VA's 
partnership with affiliated medical schools? 

Answer: If we work closely with the affiliated medical schools, it should have 
minimal effect. The medical schools of the country are already making changes 
to increase the number of primary care physicians that they produce. They also 
are emphasizing primary care in the ambulatory care clinics at the medical 
school. In addition, they are either establishing clinics in communities away 
from the medical school campus, or are seeking linkages with existing clinics, 
group practices, preferred provider organizations, and similar settings in order 
to provide primary care experience for undergraduate medical students and for 
residents . 

9. Is it possible for VA to compete with waiver authority in the various state 
initiatives and still maintain its research, medical education and backup to DOD 
missions? 

Answer: We will be able to compete in the various state health care reform plans 
and still be able to maintain our missions of research, medical education and 
backup to DOD. The current changes in health care are going to accelerate. This 
finds the medical schools as well as the VA seeking new ways to provide access 
to care to make the institutions more user friendly and to move toward increased 
primary care. Thus, if we plan carefully, I can see that VA's ties with the 
medical schools will strengthen our ability to meet the four missions of the VA 
health care system. As the medical schools seek to greatly expand their primary 
care programs, they will certainly maintain their specialty training programs 
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which would insure that VA patients had access to all the specialty care they 
might require. Backup to DoD will be unaffected by these changes. 


10. If VA were to enact comprehensive eligibility reform with a clearly 
identified veteran population who would be mandated to receive certain services, 
would state waiver authority be necessary? 

Answer: I have been working closely with the Florida Agency for Health Care 
Administration (AHCA) concerning the current requirements of the Florida health 
care reform program and how they affect VA. The Director of the Florida agency 
has indicated that he recognized the contributions VA makes to the health care 
of Florida's citizens and that VA is a vital component in Florida's health care 
program. Recently, the agency requested that I review draft legislation that 
would specifically waive VA from some of the state requirements under current 
3tate legislation. Draft legislation currently before the Florida Legislature 
removes all restrictive licensing and other technical barriers to VA's 
participation while leaving intact the regulations relating to performance and 
services for AHPs. 

11. What effect do you believe the Administration’s FTEE reduction would have 
on the ability of your facility to compete if the health security act was 
enacted? 

Answer: It is too early to determine. If we are successful to compete under the 
health security act, we no doubt will need to enter into some contractual 
relationships with local hospitals and clinics in order to provide access closer 
to the homes of veterans. 

12. How will inpatient and outpatient workloads at your facilities be impacted 
as a result of the administration’s federal workforce reduction? 

Answer: I do not know the extent to which the VA Central Office can reduce FTEE 
through mechanisms such as streamlining administrative operations, eliminating 
certain Central Office functions, and the contracting route. I do know that they 
are making every attempt to avoid any impact of FTEE reductions on patient care. 

13. Will you be forced to close beds or wards as a result of the 
administration’s FTEE reduction? 

Answer: I do not know the extent to which the VA Central Office can reduce FTEE 
through mechanisms such as streamlining administrative operations, eliminating 
certain Central office functions, and the contracting route. I do know that they 
are making every attempt to limit the impact of FTEE reductions on patient care. 

14. How will sharing agreements with DoD and the private sector be impacted by 
the administration's FTEE reductions? 

Answer: At the present time, I do not know whether or not it will affect any of 
our DoD or private sector sharing agreements. 
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15. How many of the veterans treated in your facility reside outside the state? 

Answer: Approximately 10 percent of the Gainesville VA Medical Center outpatient 
visits are for veterans who reside outside the state of Florida. The percent of 
the inpatients treated who reside outside the state of Florida is approximately 
the same. 

16. Are you funded above or below the mean within your hospital group RPM 
analysis based on unit of facility work? 

Answer: The Gainesville VA Medical Center is funded well below the national 

average in terms of cost per unit workload. We are one of the lowest funded in 
the mid-size affiliated hospital category. 

17. Please submit the RPM data which explains exactly where your hospital 
currently falls within your group. 

Answer: See Attachment A for RPM data. 
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Facility: 573 


Gainesville Region: 3 Hospital Group: 
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Chairman Rowland to J. M. Manley, Acting Director, VAMC, Seattle, WA 


HONORABLE J. ROT ROWLAND 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
HEARING ON MARCH 8, 1994 
QUESTIONS SUBMITTED TOR THE RECORD 
FOR PANEL I 


1. THE DEPARTMENT'S TESTIMONY SAID THAT VA 18 EVALUATING THE 
DESIRABILITY OF CONSOLIDATING PERSONNEL, PROCUREMENT, AND OTHER 
ADMINISTRATIVE OFFICES NOW LOCATED IN EACH HOSPITAL AS A MEANS 07 
REDUCING STAFF. ISN'T IT LIKELY THAT HEALTH REFORM WILL SIGNIFICANTLY 
INCREASE HOSPITAL RESPONSIBILITIES IN SOME OF THESE AREAS — REQUIRING 
MORE PERSONNEL RATHER THAN FEWER? 

We believe that some consolidations may be possible over the next 
few years primarily due to advances in ADP technology. It is unknown 
at this point, what long term staffing adjustments may be possible or 
what specific impact a significant increase in enrollees may have on 
our operation. 


2. VA OFFICIALS HAVE LONG MAINTAINED THAT THERE IS SUPPRESSED 
VETERAN DEMAND FOR VA CARE. IF SO, I8N'T THERE A LIKELIHOOD THAT AS 
80ME OF YOUR PATIENTS OPT OUT OF THE SYSTEM TO OBTAIN CARE UNDER A NEW 
STATE PLAN, THAT OTHERS WOULD TAKE THEIR PLACE? 

When the Washington State health reform law is fully implemented 
in 1999, all State residents will have universal coverage and will be 
required to choose a Health Plan. If VA does not compete successfully 
with the other Health Plans, then we risk losing 100% of our patients. 
However, if we are successful, the VA Plan may be particularly 
attractive to service connected and low income veterans, in which 
case, we would attract additional patients. Historically, the VA has 
cared for approximately 51,000 of the State's veteran population of 
650,000. 


3. HOW DO WE ENSURE THAT THE 8TART-UP WORK AND 8YSTEM8 WHICH YOU 
DEVELOP TO ESTABLISH AND OPERATE HEALTH PLAN8 CAN BE EXPORTED TO SERVE 
NATIONAL NEEDS? CONVERSELY, HOW DO WE GUARD AGAINST YOUR DEVELOPING 
OR OBTAINING SOFTWARE, FOR EXAMPLE, THAT COULD NOT BE EASILY MESHED 
INTO THE DEVELOPMENT OF A UNIFORM, NATIONAL ELECTRONIC PATIENT RECORD? 

We expect that VACO program offices will be actively involved in 
development of finance, enrollment, insurance, marketing, and other 
systems developed or modified to insure that they are compatible and 
exportable to other VA facilities. On any software or systems 
development project we will be working closely with the VA's 
Information Systems Centers (ISCs) , who are responsible for DHCP 
software development. The ISC's will assist us in making certain that 
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3. DO YOU BELIEVE INCLUSION OF DEPENDENTS OF VETERANS IS E88ENTIAL TO 
SUCCESSFUL VA PARTICIPATION IN STATE REFORM? WHY OR WHY NOT? 

Yes, I believe inclusion of veterans dependents is essential because 
in most cases health care is a family, not an individual issue/ 
decision. It is also more efficient and effective for families to get 
their primary care from one physician who is familiar with the 
family's circumstances. Without enrollment of families, the VA 
certified health plan would lack some of the elements of an integrated 
managed delivery system, which would put it at a competitive 
disadvantage with other plans. 


4. DOES THE UNIFORM BASIC BENEFIT PACKAGE PROVIDED TO THOSE COVERED 
IN YOUR STATE COMPARE TO THE HEALTH CARE SERVICES PROVIDED BY VA? 

MORE COMPREHENSIVE OR LESS COMPREHENSIVE? 

The Washington State Uniform Benefits Package (UBP) will not be fully 
defined until December, 1994. 


5. WAIVER AUTHORITY IS GRANTED TO ALLOW VA PARTICIPATION IN YOUR 
STATE, WHAT ASSURANCES DO WE HAVE THAT YOU WILL CONTINUE TO PROVIDE 
SERVICES TO VETERANS WHICH MAY BE OUTSIDE THE BASIC BENEFITS PACKAGE? 
(I.E., SPINAL CORD INJURY AND BLIND REHABILITATION, PROSTHETIC8 ) 

VA excels in these areas and they may prove to be our niche in the 
market place. Further, since we expect that no veteran would lose 
services they are currently entitled to, we will need to continue to 
provide these special services. The VA has a distinct obligation and 
mission to serve this valuable and vulnerable group of veteran 
patients. 


6. HAVE YOU STUDIED WHAT EFFECT THERE WILL BE ON VETERAN WORKLOAD AT 
YOUR MEDICAL CENTER IF VA CANNOT PARTICIPATE IN STATE REFORM? 

Although no formal study has been conducted, we believe that we are 
potentially at risk for losing 100% of our current patients at 6uch 
time that State Reform is fully implemented. If the VA is not a fully 
qualified and certified Health Plan, we would most likely be relegated 
to a secondary provider status in the state. 


7. IF VA PARTICIPATION WERE ALLOWED, PLEASE DB8CRIBB BRIEFLY HOW VA 
WOULD FUNCTION IN YOUR 8TATE. 

VA would meet the requirements to become a State-wide Certified Health 
Plan (CHP) , with the ability to enroll veterans and their families, 
collect premiums, and offer the Uniform Benefits Package (UBP) at 
community rated premiums. 
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our development efforts are in line with similar efforts nationally 
and at other VAMCs so that we do not duplicate the work of others and 
our finished product is compatible with and exportable to other 
systems . 


4. DO yon HAVE CONFIDENCE THAT, AS VA'S FORMAL TESTIMONY IMPLIED, IT 
CAN ACHIEVE A MASSIVE REDUCTION IN ITS WORKFORCE SIMPLY BY STREAM- 
LINING ADMINISTRATIVE OPERATIONS, AND DO THAT WITHOUT ANY IMPACT ON 
VETERANS' CARE? 

As stated in my testimony of March 8, 1994, before the 
Subcommittee on Hospitals and Health Care, I believe the VA Medical 
Centers in Washington State may be in the unique position of having to 
expand services to meet the requirements of the State reform law. VA 
Central Office is currently developing plans to meet the employment 
levels proposed in the FY 1995 budget. At this point, I do not know 
the details of VA's plans and have no basis to judge the potential 
success of the initiative. 


HONORABLE CHRIS SMITH 
QUESTIONS SUBMITTED FOR THE RECORD 
JOSEPH MANLEY, VAMC, SEATTLE, WA 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
MARCH 8, 1994 


1. YOUR STATE IS ALREADY IN THE PROCESS OF IMPLEMENTING 8TATE REFORM 
EFFORTS WITH UNIVERSAL COVERAGE AS ITS GOAL. WHAT WAIVER AUTHORITIES 
ARE NECESSARY FOR VA TO BECOME A FULL PARTICIPANT IN STATE REFORM? 

We would need to be exempted from certain contracting and sharing 
provisions? to reorganize offices without first seeking congressional 
approval; and to obtain a waiver from state law to allow the VA Health 
Plan to limit enrollment to veterans and their dependents. 


2. CURRENTLY YOUR STATE RECEIVES OVER $250 MILLION IN ANNUAL 
APPROPRIATIONS IN ORDER TO PROVIDE HEALTH CARE TO VETERANS. HOW MUCH 
ADDITIONAL RESOURCES WOULD BE NECESSARY IN ORDER FOR VA TO PARTICIPATE 
AS A VIABLE OPTION UNDER YOUR STATE PLAN? 

We do not have the technical means to estimate future needs at this 
time. 
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The proposed WA State VA Health Care Plan would: 

Offer two health plan choices. One choice will be the UBP. 
For a higher premium, another choice will include added 
benefits. 

Service connected and low income veterans would be exempt from 
premiums, copayments or deductibles, if they choose the VA plan. 

Ideally, the VA Plan will have contracts with private providers, 
hospitals, and other health plan providers located throughout the 
state in order to offer local care to veterans and their families. 


8. HOW OPTIMISTIC ARE YOU THAT VA COULD TRANSFORM ITSELF IN YOUR 
STATE TO BECOME A PRIMARY CARE FOCUSED SYSTEM? ARB ADDITIONAL 
RESOURCES NECESSARY TO ACHIEVE THIS? 

We are very optimistic. Additional resources may be necessary to 
create a primary care focused system that covers the state, to be 
competitive with other providers, and to meet state mandates in the 
areas of finance, insurance, data systems, malpractice, and quality. 


9. WHAT EFFECT WILL VA TRANSFORMATION TO A PRIMARY CAR! MISSION HAVE 
ON VA'S PARTNERSHIP WITH AFFILIATED MEDICAL 8CHOOL8? 

The expanded primary care mission for Washington State VAMC's should 
strengthen the affiliation with the University of Washington School of 
Medicine. The UWSM is unique among leading US medical schools in 
having a strong and successful commitment to supporting rural care in 
the northwest and in training medical students and residents in 
primary care. 


10. IS IT POSSIBLE FOR VA TO COMPETE WITH WAIVER AUTHORITY IM THE 
VARIOUS STATE INITIATIVES AND STILL MAINTAIN, ITS RESEARCH, MEDICAL 
EDUCATION AND BACKUP TO DOD MISSIONS? 

Yes. However, it should be recognized that most academic medical 
centers, are experiencing stress and anxiety because of increasing 
competition based on cost and the recognition that education and 
research add to the cost of health care provided in the academic 
medical centers. Academic medical centers have responded by becoming 
more cost efficient. The other strategy to help preserve the 
education and research missions has been to more clearly identify and 
then separately fund the true costs of these missions. This has been 
included in the President's plan, and it is likely that the Washington 
State Legislature will expand the current level of support it provides 
for postgraduate medical education as part of its Health Care Reform. 
In the VA, education and research are both clinically based, and to 
the degree that successful competition by the VA allows for expansion 
of the clinical work load, these missions would benefit. 
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Conversely, because increased competition and Health Care Reform is 
occurring in the State of Washington, if the VA is not allowed to 
compete it would likely lead to a significant reduction in patient 
work load and eventually the failure of this VA academic medical 
center. Thus, we feel that continued success of the missions of 
education, research and backup for DOD would be best guaranteed by 
giving us the waivers and support that will give us the best chance to 
compete successfully. 


11. IF VA WERE TO ENACT COMPREHENSIVE ELIGIBILITY REFORM WITH A 
CLEARLY IDENTIFIED VETERAN POPULATION WHO MOULD BE MANDATED TO RECEIVE 
CERTAIN SERVICES, MOULD STATE MAIVER AUTHORITY BE NECESSARY? 

This is unknown and depends on which services are mandated through the 
UBP. 


12. MEAT EFFECT DO YOU BELIEVE THE ADMINISTRATION ' 8 FTEE REDUCTION 
MOULD HAVE ON THE ABILITY OF YOUR FACILITY TO COMPETE IF THE HEALTH 
SECURITY ACT WAS ENACTED? 

As stated in my testimony of March 8, 1994, before the 
Subcommittee on Hospitals and Health Care, I believe the VA Medical 
Centers in Washington State may be in the unique position of having to 
expand services to meet the requirements of the State reform law. VA 
Central Office is currently developing plans to meet the employment 
levels proposed in the FY 1995 budget. At this point, I do not know 
the details of VA's plans and have no basis to judge the potential 
success of the initiative. 


13. HOM MILL INPATIENT AND OUTPATIENT WORKLOADS AT YOUR FACILITIES BE 
IMPACTED AS A RESULT OF THE ADMINISTRATION'S FEDERAL MORXFORCE 
REDUCTION? 

See response to question 12. 


14. MILL YOU BE FORCED TO CLOSE BEDS OR MARDS AS A RESULT OF THE 
ADMINISTRATION'S FTEE REDUCTIONS? 

See response to question 12. 

15. HOM WILL SHARING AGREEMENTS WITH DOD AND THE PRIVATE SECTOR BE 
IMPACTED BY THE ADMINISTRATION'S FTEE REDUCTIONS? 

See response to question 12. 
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16. HOW MANY 07 THE VETERANS TREATED IN YOUR FACILITY RESIDE OUTSIDE 
THE STATE? 

VAMC Seattle treated 26,410 veterans in fiscal year 1993 of which 
22,134 were WA State veterans and 4,276 were from outside the state. 


17. ARE YOU FUNDED ABOVE OR BELOW THE MEAN WITHIN YOUR HOSPITAL GROUP 
RPN ANALYSIS BASED ON UNIT OF FACILITY WORK? 

Seattle is below the mean for Hospital Group 3 based on unit of 
facility work. The mean for Hospital Group 3 (48 facilities) is 
$3,900; Seattle's is $3,860 which is -1.03 percent below the mean. 


18. PLEASE SUBMIT THE RPM DATA WHICH EXPLAINS EXACTLY WHERE YOUR 
HOSPITAL CURRENTLY FALLS WITHIN YOUR GROUP. 

See attached report. 
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Chairman Rowland to Robert A. Petzel, M.D., Chief of Staff, 

MN 


VAMC, Minneapolis, 


Answers to the Supplemental Questions 


1 . The Department's testimony said that VA is evaluating the desirability of consolidating 
personnel, procurement, and other administrative offices now located in each hospital as a 
means of reducing staff. Isn't it likely that health reform will significantly increase hospital 
responsibilities in some of these areas — requiring morp personnel rather than fewer? 

The consolidation on a national level will undoubtedly provide some FTEE savings (especially 
facility consolidations). In the short term, coping with health care reform in Minnesota may 
require some new and additional personnel. However, over the long term we should be able to 
cope with our present FTEE. 

2. VA officials have long maintained that there is suppressed veteran demand for VA care. If so, 
isn't there a likelihood that as some of your patients opt out of the system to obtain care under a 
new State plan, that others would take their place? 

All State residents will have universal coverage in 1 997 when MinnesotaCare is fully 
implemented. If the VA does not compete successfully, that is, become a provider that patients 
will choose when they have a choice, then we risk losing a large portion of our patients. Unless 
we provide competitive care, we do not think new patients will come to us. 

3. How do we ensure that the start-up work and systems which you develop to establish and 
operate health plans can be exported to serve national needs? Conversely, how do we guard 
against your developing or obtaining software, for example, that could not be easily meshed into 
the development of a uniform, national electronic patient record? 

We would work with VA Central Office to ensure that what we develop would be exportable. In 
addition, we would expect to work closely with the other states so that communications systems, 
records, etc. would be compatible. Finally, entering of the electronic record would be DHCP- 
based and station-developed (perhaps with the other pilots). There is no system to buy and no 
one is ahead of the VA on this one. 

4. Do you have confidence that, as VA's formal testimony implied, it can achieve a massive 
reduction in its workforce simply by streamlining administrative operations, and do that 
without any impact on veterans' care? 

I think that with facility consolidations and mission changes it could be done, however, it will 
take time. In Minnesota we need the flexibility to hire now and to explore how contractual 
services could be beneficial. 

5. Dr. Petzel, in responding to a Committee survey last month, your hospital responded to a 
question regarding the impact of FTEE reductions on future sharing of resources with the 
Department of Defense. Your response indicated that required workforce reductions would 
likely force you to abandon efforts to develop such a sharing agreement, with resulting revenue 
loss of at least S7 50 thousand annually . Would you explain how FTEE reductions relate to 
sharing opportunities? 

In order to capitalize on these sharing possibilities, we needed to bring on some new people. 

While we have excess capacity to share, we would need to add people up front in order to provide 
acceptable service. Under the present restrictions, we cannot add these people up front and 
therefore cannot start the sharing project. 
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Questions submitted for the record 
Subcommittee on Hospitals and Health Care 
March 8, 1 994 


1 . Your state is already in the process of implementing state reform efforts with universal 
coverage as its goal. What waiver authorities are necessary for VA to become a full participant 
in state reform? 

In addition to the authority provided under H.R. 4013, the following changes to the law are 
necessary so the Minneapolis VAMC can effectively compete under Minnesota health care reform. 

Federal: 

-We need authority to be a Medicare and Medicaid provider, to collect the funds for such care, 
and to keep the funds at the local facility for providing care that is not funded by the 
appropriation. 

-We need authority to set up new hiring, classification, pay, and other personnel systems for 
Title 5 and Title 38 employees. 

State: 

-The state bill allow a federal agency to create an integrated service network (ISN). 

-It must allow a federal agency ISN to limit care to veterans and their dependents. 

-It must exempt a federal agency ISN from the requirement that it participate in Medicaid and 
other programs for low-income residents. 

-It must encourage state officials to consult with federal officials to find a way to meet state 
solvency requirements for ISNs. 

2. Currently your state receives over $200 million in annual appropriations in order to 
provide health care to veterans. How much additional resources would be necessary in order for 
VA to participate as a viable option under MinnesotaCare? 

We approach this question from the perspective of becoming a competitive provider, i.e. 
providing a level of access and satisfaction that will cause veterans with insurance who have a 
choice to choose us. We would require some non-recurring money over an initial 3-5 year 
period in order to make those changes and get 80% of our patients into a primary care setting. 
Over this 3-5 year period, as became more efficient, freed up our inpatient resources, we 
would be able to cover these costs. Our estimates for this non-recurring cost is $1 5-20 
million/year. After this initial period we would expect that increased work would bring 
increased revenue via third party billing. 
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3. Do you believe inclusion of dependents of veterans is essential to successful VA participation 
in MinnesotaCare? Why or why not? 

No, we do not think it is essential to include dependents. Our plan involves contracting in the 
community for the primary care of veterans. We would hope to do this in partnership with a 
provider who would also care for the family. Thus the family would be cared for by the same 
primary care provider. The veteran would come to the VA for secondary and tertiary care. The 
family would go elsewhere for secondary and tertiary care. The important thing is for families 
to get primary care at the same location. 

4. How does the uniform basic benefit package provided to those covered in your state compare 
to the health care services provided by VA? More comprehensive or less comprehensive? 

The Minnesota benefit package is not as comprehensive as the service provided by the VA to the 
service connected and low income veterans. 

5. If waiver authority is granted to allow VA participation in your state, what assurances do we 
have that you will continue to provide services to veterans which may be outside the basic 
benefits package? (i.e. spinal cord injury and blind rehabilitation, prosthetics). 

These services will continue to be provided to patients who have care eligibility, i.e. service- 
connected and low income. We excel in these areas and they are an intrinsic part of our 
obligation to veterans. While we may slowly become less dependent on appropriation and more 
dependent on revenue generation, we will not lose our distinct obligations to veterans. 

6. Have you studied what effect there will be on veteran workload at your medical center if VA 
cannot participate in state reform? 

We have not studied this formally. However, we are at initial risk of losing 1 0-20% of our 
present workload. We think this will slowly increase as our "core” population shrinks. 

Eventually we would not be able to provide that broad range of services unique to us that the 
veteran community needs. 

7. If VA participation were allowed, please describe briefly how VA would function in your 
state. 

The VA would care for "core" veterans as it has in the past. It would offer the same broad range 
of service to these veterans as it has done in the past. In addition, the VA would offer two benefit 
packages to all other veterans. One would be similar to the state-wide mandated package and the 
other would be a "premium" package. VA would collect insurance monies etc. like any other 
provider in the state. To make this medical center plan attractive and viable we will have to 
become more accessible and more accommodating as a provider. Finally, VA will contract with 
other providers to provide care in specialty services to eligible veterans. 

8. How optimistic are you that VA could transform itself in your state to become a primary care 
focused system? Are additional resources necessary to achieve this? 

We are optimistic that the VA can compete in this State. We will need additional non-recurring 
resources to create our primary care network and improve customer satisfaction. 
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9. What effect will VA transformation to a primary care mission have on VA's partnership with 
affiliated medical schools? 

We anticipate that the elevation of the VA to a more primary care focused mission (already 40% 
of our patients have primary care provided) will enhance the relationship with our affiliated 
medical school. The University of Minnesota has been a national leader in producing primary 
care physicians and the Minneapolis VA has been the primary training site for this program. 

1 0. Is it possible for VA to compete with waiver authority in the various state initiatives and 
still maintain, its research, medical education and backup to DOD missions? 

Yes, it is possible. However, it will not be easy. All academic medical centers are experiencing 
tremendous stress and pressure on their academic missions. It is no longer possible to simply 
bury the costs of research and education in the cost of patient care as the private sector has done 
in the past. The VA is foremost in that it has clearly delineated and separated those costs since 
its inception. However, as we become less dependent on appropriation and more dependent on 
generated revenue, it will be necessary to squeeze education and research money out of patient 
revenues. If we can not compete and maintain our necessary patient base then our research and 
education functions will not be maintained. 

11. If VA were to enact comprehensive eligibility reform with a clearly identified veteran 
population who would be mandated to receive certain services, would state waiver authority be 
necessary? 

We believe that we can not survive by taking care of a "mandated” population, however, under 
almost any imaginable scenario, we think we need to compete for eligible veterans and not just 
mandated veterans. 


1 2. How will inpatient and outpatient workloads at your facility be impacted as a result of the 
administration's federal workforce reduction? 

Unknown at this time. 

1 3. Will you be forced to close beds or wards as a result of the administration's FTEE 
reductions? 

We will close beds as we become more efficient and move more workload into the outpatient 
arena. 

1 4. How will sharing agreements with DOD and the private sector be impacted by the 
administration's FTEE reductions? 

The FTEE reductions have reduced the flexibility we need to execute new sharing agreements. 

1 5. How many of the veterans treated in your facility reside outside the state? 

We treated approximately 45,000 unique veterans in 1 993. Of these about 8,000 were from 
outside of Minnesota. 
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1 6. Are you funded above or below the mean within your hospital group RPM analysis based on 
unit of facility work? 

Minneapolis VAMC is funded below the mean for the 26 medical centers in Group 5. The mean 
for Group 5 is $39 1 3; Minneapolis is $3661 which is 6.44 percent below the mean. 

1 7. Please submit the RPM data which explains exactly where your hospital currently falls 
within your group. 

Please see attached. 
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HONORABLE J. ROY ROWLAND 
SUBCOMMITTEE ON HOSPITAL AND HEALTH CARE 
HEARING ON MARCH 8, 1994 
QUESTIONS SUBMITTED FOR THE RECORD 
FOR PANEL I 

1. The Department's testimony said that VA is evaluating the 
desirability of consolidating personnel, procurement, and other 
administrative offices now located in each hospital as a means of 
reducing staff. Isn't it likely that health reform will 
significantly increase hospital responsibilities in some of these 
areas — requiring more personnel rather than fewer? 

Before I can fully answer the question, I need more 
information on the Departments plan. 

Personnel, procurement and other Administrative offices 
consolidation could facilitate new structures and systems needed 
for new ways of doing business. 

2. VA Officials have long maintained that there is suppressed 
veteran demand for VA care. If so, isn't there a likelihood that 
as some of your patients opt out of the system to obtain care 
under a new State plan, that others would take their place? 

Yes, we are planning to attract many veterans who have not 
been using the VA Medical Center. 

3 . How do we ensure that the start-up work and systems which you 
develop to establish and operate health plans can be exported to 
serve national needs? Conversely, how do we guard against your 
developing or obtaining software, for example, that could not be 
easily meshed into the development of a uniform, national 
electronic patient record? 

At this Medical Center we are planning to institute a system 
of primary managed care clinics located in the community and 
staffed with local community providers. This initiative can 
easily be exported to urban as well as rural areas. 

Additionally, our intent is to use the VA Decentralized Medical 
Management System (DMMS) and Decentralized Hospital Computer 
Program (DHCP) which will be phased in nationwide. 

4. Do you have confidence that as VA's formal testimony implied, 
it can achieve a massive reduction in its workforce simply by 
streamlining administrative operations, and do that without any 
impact on veterans ' care . 

Confidence can only come with development of specific plans, 
which are still under development. 

5. Dr. Petzel, in responding to a Committee survey last month, 
your hospital responded to a question regarding the impact of 
FTEE reductions on future sharing of resources with the 
Department of Defense. Your response indicated that required 
workforce reductions would likely force you to abandon efforts to 
develop such a sharing agreement, with resulting revenue loss of 
at least S750 thousand annually . Would you explain how FTEE 
reductions relate to sharing opportunities? 


Response not requested. 
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HONORABLE CHRIS SMITH 
QUESTIONS SUBMITTED FOR THE RECORD 
GARY DEGASTA, VAMROC, WHITE RIVER JUNCTION, VT 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
MARCH 8, 1994 


1. Your state is already in the process of implementing State 
reform efforts with universal coverage as its goal. What waiver 
authorities are necessary for VA to become a full participant in 
State Reform? 

In addition to the waiver authorities proposed in H.R. 4124 
by the Senate and House of Representatives, we believe that 
release of information to the state or other organizations under 
state health care reform is necessary, requiring some provision 
in the nature of an exception under the Privacy Act for such 
release . 

2. Do you believe inclusion of dependents of veterans is 
essential to successful VA participation in State Reform? Why or 
Why Not? 

Yes. Vermont requires a carrier to offer its plans to all 
alliances and all members of the alliances (i.e., all Vermont 
residents). To exclude families of veterans could 
philosophically and practically have a damaging effect on VA's 
participation under the Vermont reforms . 


3. How does the uniform basic benefit package provided to those 
covered in your State compare to the Health Care services 
provided by VA? More comprehensive or less comprehensive? 

The State of Vermont has yet to def ine/legislate the content 
of the defined benefit package. However, it is anticipated that 
the VA should not have difficulty matching the State plan. 

4. If waiver authority is granted to allow VA participation in 
your State, what assurances do we have that you will continue to 
provide services to veterans which may be outside the basic 
benefits package? (i.e., Spinal Cord injury and Blind 
Rehabilitation, Prosthetics). 

White River Junction recognizes these services as part of 
VA's obligation and mission. Also, since we excel in these 
services, they will enhance what VA can provide to health care 
reform . 

5. Have you studied what effect there will be on veteran 
workload at your medical center if VA cannot participate in State 
Reform? 


3 . 
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While the response to this question has not been specifically 
studied, we have anticipated this issue and are attempting to 
obtain data. However, it is predictable that VA will lose a 
large percentage of users if a State Plan provides community 
based choice of care, and the VA does not have a presence in the 
local community. 

6. If VA participation were allowed, please describe briefly how 
VA would function in your State. 

VA would offer its own plan as a registered carrier, 
providing a coordinated plan of common benefits at the WRJ, VAMC 
facility and through a network of providers under contract with 
VA throughout the state. VA would coordinate such care as the 
primary provider, or such care would be coordinated through a 
primary provider chosen by the patient from among the network of 
providers established by VA. VA would provide such services for 
family members on a contract or fee basis. 

7. How optimistic are you that VA could transform itself in your 
State to become a primary care focused system? Are additional 
resources necessary to achieve this? 

VAM&ROC, WRJ is very optimistic. For many years White River 
Junction has provided primary care/continuity of care for at 
least half of its enrollees. Case management under a locally 
driven implementation of FIRMS is now underway. This plan serves 
to cover every enrol lee with a defined provider. 

It is not known at this time whether additional resources 
will be necessary to cover and meet State requirements. 

8. What effect will VA transformation to primary care mission 
have on VA's partnership with affiliated medical schools? 

Most medical schools and residency training programs 
including our affiliate, the Dartmouth Medical School are moving 
toward providing training and education which is more oriented 
toward the provision of primary/managed care than was the 
training provided even 5 years ago. A shift in VA mission toward 
primary care will likely improve and streamline relationships 
with affiliates. This VA, as a component member of the Dartmouth 
Hitchcock Medical Center ( DHMC ) is a player in the DHMC's long 
term strategic goal of excellence in the provision, the teaching, 
and the research of primary care. 

Recently, the VAM&ROC initiated a 2B affiliation with the 
University of Vermont Department of Internal Medicine to support 
trainees in Ambulatory Care. 

9. Is it possible for VA to compete with waiver authority in the 
various state initiatives and still maintain, its research, 
medical education and backup to DoD missions? 


4 . 
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Yes . 

10. If VA were to enact comprehensive eligibility reform with a 
clearly identified veteran population who would be mandated to 
receive certain services, would state waiver authority be 
necessary? 

We do not know yet . 


11. What effect do you believe the Administration's FTEE 
reduction would have on the ability of your facility to compete 
if the Health Security Act were enacted? 

As long as we are able to contract for the local provision 
of primary care for veteran enrollees at a distance from the 
facility, the effect of limited FTEE reduction under the Health 
Security Act will encourage this VA to be more creative in 
effectively addressing enrollee needs. 

12. How will inpatient and outpatient workloads at your 
facilities be impacted as a result of the Administration's 
Federal Workforce Reductions? 

This is unknown as it will depend on the size of the 
reduction, our flexibility and contracting, etc. 

13. Will you be forced to close beds or wards as a result of the 
Administration's FTEE reductions? 

Unknown at this time. 

14. How will sharing agreements with DoD and the private sector 
be impacted by the Administration's FTEE Reductions? 

Unknown, but increased sharing may be the means of 
addressing FTEE reductions. 

15. How many of the veterans treated in your facility reside 
outside the State? 

The official VA Primary Service Area for VAM&ROC, White 
River Junction covers the State of Vermont, four and one-half (4 
1/2) counties in New Hampshire and all of Canada.* However in 
1992 VAM&ROC, WR J . , VT treated 4,863 veterans residing outside of 
Vermont . 

*VAM&R0C White River Junction has fee basis and claims processing 
jurisdiction for all of Canada. 

16. Are you funded above or below the mean within your hospital 
group RPM analysis based on unit of facility work? 


5 . 
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White River Junction is above the mean for the small- 
affiliated Hospital Group. 

See attached. 

17 . Please submit the RPM Data which explains exactly where your 
hospital currently falls within your group. 

See attached. 
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Responses of 

Frank C. Buxton, Deputy Director 
Veterans Affairs and Rehabilitation Commission 
The American Legion 
to 

Questions Submitted for the Record 
by the 

Honorable J. Roy Rowland 
Subcommittee on Hospitals and Health Care 
for the hearing on March 8, 1994 

1. Do you have confidence that, as VA’s formal testimony implied, 
it can achieve a massive reduction in it's workforce simply by 
streamlining administrative operations, and do that without any 
impact on veteran's care? 

Response: No. Aside from the impact of budget cuts to VA. the 
25,000 full- time- equivalen t s which VA could lose under National 
Performance Review could seriously impair VA's ability to render 
quality medical care to veterans. The administrative sections 
have, over the past few fiscal years, been subjected to cuts in 
FTEE. Additional cuts in personnel can do little but affect the 
care-givers and, thus, the care patients receive. VA is expected 
to embark upon a massive change in the way it delivers care. The 
Veterans Service Area (VSA) concept will impact upon the 
administrative sections. The Legion believes that if VA could 
maintain quality care and access to that care, while undergoing 
major reductions in personnel, they would surely have done that 
years ago to save resources and avoid restricting entry into the 
system and the downsizing of some very important medical 
programs. 

The American Legion has listened to a litany of stories about 
streamlining administrative functions by the use of automated 
systems. Although there is movement in that area, there has been 
little visible evidence that the information systems improvements 
have progressed to the point that they can maintain the effective 
and efficient workload of thousands of employees. VA needs to 
utilize their resources to accomplish the tremendous task before 
them... survival under national health care reform. They should 
get that job done and then rearrange their administrative chairs. 

2. Do you have concerns that there could be too great a 
delegation of authority under the proposed pilot program, and 
that substantially re- focusing VA care to meet State goals might 
lead to fragmentation of its focus as a national system? 

Response: National and state health care reform goals should not 
differ immensely in the delivery of health care from that of VA. 
Quality, cost-effectiveness, access and choice will be goals of 
VA as well as other plans. Yes, VA may have to compete for 
patients but each of the other plans would have to do the same. A 
difference in the basic benefits package under reform would not 
preclude VA from delivering additional or mandated services to 
veteran patients with payment by appropriation or cost- sharing. 
However, no form of cost- sharing should ever occur in the 
delivery of care for service- connected illness or disability. 
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In regard to fragmentation because of delegation of authority, 
such delegation is paramount to VA having the ability to be 
flexible to deliver services which are reflective of the medical 
needs of the veteran populations which they serve. VAMCs will 
remain a integral part of the VA national health care delivery 
system while serving the needs of the veterans within their 
catchment areas and having the flexibility to adjust services 
based upon demands of the local health care market. 


Responses of 

Frank C. Buxton, Deputy Director 
Veterans Affairs and Rehabilitation Commission 
The American Legion 
to 

Questions Submitted for the Record 
by the 

Honorable Chris Smith 
Subcommittee on Hospitals and Health Care 
for the hearing on March 8, 1994 


1. What effect do you believe the President's FTEE reduction will 
have on the ability of the VA to compete under national health 
reform? 

Response: FTEE reductions of the magnitude of the National 

Performance Review expectations will virtually cripple VAs 
ability to continue the current level of services. Most of the 
reductions in FTEE will come from the medical care portion of the 
VA workforce. Continued insults to VA in the form of withholding 
or reducing resources can only act to precipitate the demise of 
the largest health care delivery system in the nation and the 
failure of the nation to uphold the obligation to care for its 
veterans. VA will not be in a position to compete for patients if 
FTEE are reduced. 

2. Do you believe inclusion of veterans' dependents is essential 
to successful participation in the various state reform efforts? 

Response : The VA health care system's primary mission should 

continue to be the provision of quality health care to veterans. 
Most veterans service organizations are mandated by their 
constituencies to continue opposition to the treatment of non- 
veterans in VA because of the possibility of disenfranchisement 
of certain veterans by that move. There is evidence to suggest 
that, under competitive reform of the health care system, many 
veterans would prefer to have their dependents in the same care 
plan. The VA should accept these dependents into the VA health 

care plan and contract for the care of dependents in communiiy 

facilities. If the plan requires enrollment of veterans to 
receive care and proper marketing of the plan occurs, the chance 
of veterans being disenfranchised would diminish. With that in 
mind, VA could move to admit dependents with positive assurance 
that all the medical care needs of the veteran community have 
been met. 
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3. Do you believe the draft bill provides adequate assurances 
that VA services outside of the basic benefits package (1. e. 
Spinal Cord Injury and blind rehabilitation , prosthetics, etc) 
will continue to be provided to veterans? 

Response: Participation in a state reform program should not and 
must not abrogate the responsibility of VA to provide services 
that are required by, or unique to, the needs of the disabled 
veteran population especially those which provide care to 
service- connected veterans. The concern should not be with 
whether VA will continue to provide these special services but 
where VA could use the provision and expansion of such services 
to attract additional veteran enrollees. 

4. Do you believe VA ought to have greater flexibility In 
contracting for health care services? 

Response: Yes 

Why or why not? 

Response: In situations where it is not sound fiscal policy to 
create or add programs to the medical armamentarium of VAMCs, 
flexibility must be at hand to contract for these services. Such 
contracting should be negotiated by, and under control of, VA 
Medical Center or Veteran Service Area directors. Contracts for 
hard- to- deliver services and services in geographically isolated 
areas must be put in place. Since the local VA authorities can 
evaluate local veterans health care needs, they must be 
accountable for the contracting process with minimal oversight by 
Central Office. 

5. Do you believe VA has in place adequate oversight and control 
over its contractors? 

Response: There are those that contend that the contracting 
process in VA is subject to so much oversight that the timeliness 
and the purpose of the contract becomes secondary. The 
contracting business at VA should be de- centralized to the VSA or 
facility level. The accountability for service provision should 
be at that level as well. Diligence on the part of the 
contracting officer should be tantamount to the assurance that 
the services are as contracted, that fiscal responsibility and 
accountability are evident and that the quality of care for 
contracted services is high. 

6a. Do you believe that employers should bear the cost of care 
for the current mandatory category of veterans? 

Response: No. It is the responsibility of the federal government 
to accept the costs of care for mandatory care veterans. 

6b. If VA were to participate in a state where employers are 
mandated to pay premiums, should the current mandatory category 
of veterans be exempted and have there premiums paid by VA? 
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Response: The ideal situation, of course, would be to have VA as 
a participant in the state plan and to have mandatory category 
veterans receive all of their care through VA health plans. If VA 
is not the plan of choice for a mandatory care veteran, VA should 
be responsible for seeing that payment for that care is made. 
Se rvice- connec ted veterans should receive basic benefits packages 
without co-payment or deductibles as well as care for their 
service- connected disability or illness. We do not have a problem 
with "employer mandates" for non- service- connected care. 

7a. Inherent in the word "competition" is the concept that there 
will be a winner and a loser. Vhat happens if VA is the loser? 

7b. What safeguards need to be in place to prevent demise of the 
VA system in the various states? 

Responses: First of all, the concept that there will be one 
winner and one loser is flawed when there may be numerous plans 
"competing" for patient/ enrollees. No one plan would be the 
"winner. ” One plan may have more enrollees than another but that 
doesn't imply that the rest of the plans are "losers. ” Enrollees 
will have the opportunity to move from one plan to another 
annually and the "winner" may be different each year. This whole 
idea of competing for enrollees is the very reason why VA must be 
freed from its current restrictions such as constraints in 
eligibility, contracting and the ability to obtain third party 
reimbursement for care to non- manda tory veterans. If VA is a 
"loser" in the sense of not being allowed to compete in a certain 
state, these types of changes in VA must still happen. The ideas 
put forward in the publication, " An American Legion Proposal to 
Improve Veterans Health Care" . the recommendations of the 
Commission on the Future Structure of Veterans Health Care and 
the recommendations of the VA Task Force on VA Health Care Reform 
spell out the ways VA can continue to serve veterans with or 
without a competitive health care reform environment. In the 
cases of state reform, all action possible must be encouraged to 
assure that VA is a player in both the planning and the 
implementation of health care reforms. "Seed" money similar to 
that provided in the Investment Fund of "The Health Security Act" 
must be available to VA to allow them to upgrade facilities and 
technology to a competitive level. 

8a. Do you anticipate that within the context of the pilot 
program that veterans services and eligibility may vary greatly 
from state? 

8b. Do you anticipate any potential problems with the application 
of waiver authority which results in inconsistent eligibility and 
benefits. 

Response: One variance might be in the election of a state to 
become a single- payer universal plan rather than a plan which 
allows consumer choice. This scenario would clearly require 
strategies on the part of VA to prevent an exodus of veterans 
from the system. There is a possibility that the benefits 
provided to a state resident may be different from those provided 
an out-of-state consumer at VA. However, these differences would 
only be in certain service provision. It would be up to VA to 
assure that all services required for the care of the 
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disabilities and illnesses of service- connected veterans are 
available and accessible. Since VA is a national system, there is 
the possibility that contracts and memoranda of understanding may 
be required to reduce benefit package variations. The bottom line 
is that VA must be there to care for our nation's veterans with a 
system which provides quality, accessible, acceptable, available 
and cost-effective health care. 
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AMVETS' response to additional questions submitted by the Honorable J. Roy Rowland, 
March 8, 1994. 

1 . QUESTION: Do you have confidence that, as VA's formal testimony implied, it can 
achieve a massive reduction in its workforce simply by streamlining administrative operations, 
and do that without any impact on veterans' care? 

ANSWER: Notably absent from the Secretary's testimony was any outline of how 

VA would proceed with the reduction in force (RIF). Any RIF of this size is bound to have a 
negative effect on the morale and production of the workforce. If the RIF concentrates on 
administrative personnel, sparing hands-on healthcare providers, it will have less effect than 
if providers are included in the RIF. 

If the Secretary's statement that efficiencies are capable of freeing up 4,000 positions 
is correct, then why not transfer those positions to VBA? The disastrous backlog of 700,000 
claims and the pending six-to-seven year wait for an appeal can only be solved with more 
personnel operating in a radically reformed adjudication system. 

2. QUESTION: Do you have concerns that there could be too great a delegation of 
authority under the proposed pilot program, and that substantially refocusing VA care to meet 
State goals might lead to fragmentation of its focus as a national system? 

ANSWER: Delegation of authority and state-centered programs certainly hold the 

threat of fragmentation of the VA system. However, AMVETS feels that the greater threat to 
the survival of an improved VA system lies in allowing local healthcare competition to bypass 
VA. We firmly believe that competition is a healthy thing for VA, and since all healthcare is 
local, VA must have the flexibility to make the - in all likelihood - marginal adjustments 
necessary to compete in a given state. 

It then becomes doubly important that VA central office (VACO) play a stronger 
policing role than they appear to have done in the past. VA seems reluctant to replace poor 
administrators and hold its senior management accountable, and that practice must stop. 

3. QUESTION: Mr. Buxton testified that it would be self-defeating to limit the pilot 
program for fiscal reasons. Given the likelihood that VA will not get additional appropriations 
for the pilot program, isn't it prudent to limit its scope now? 

ANSWER: Each pilot program is an investment in the future of VA. Each state that 

proceeds with healthcare reform ahead of the federal government will provide an opportunity 
for VA to test new eligibility rules, benefit packages, delivery models and networking. VA will 
have to attempt to provide care in each of those states anyway, and to hinder that transition 
will only make the catch-up game even costlier. 
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AMVETS' response to additional questions submitted by the Honorable Chris Smith, March 
8, 1994. 


1. QUESTION: What effect do you believe the president's FTEE reduction will have on 
the ability of the VA to compete under national health reform? 

ANSWER: AMVETS believes this is the wrong time to do FTEE cuts. IfVAcan 

implement efficiencies allowing an FTEE cust of 4,000 in FY95 and 25,000 over the next five 
years, we believe that the majority of those existing resources should be devoted to other 
areas of severe service shortfalls within VA - like solving the ridiculous adjudication backlog. 

2. QUESTION: Do you believe inclusion of veterans' dependents is essential to 
successful VA participation in the various state reform efforts? 

ANSWER: Yes. All other health plans will accommodate entire families and offer - if 
nothing else - the convenience of dealing with just one bureaucracy. Inclusion of families 
within the VA system will also accelerate VA's capability to extend a greater range of services 
to women veterans - an area in which VA must do better. 

3. QUESTION: Do you believe the draft bill provides adequate assurances that VA 
services outside of the basic benefits package (i.e. spinal cord injury and blind rehabilitation, 
prosthetics, etc.) will continue to be provided to veterans? 

ANSWER: Our major concern with HR 3600 is the lack of a funding mechanism 

that will truly guarantee sufficient funds to carry out VA's missions - including specialty care 
areas. That is why AMVETS supports funding VA medical care through mandatory spending 
accounts instead of yearly appropriations. We are very concerned that care for those with 
severe disabilities will decrease because of a combination of factors centering around the 
need for a true entitlement for all service-connected veterans. 

4. QUESTION: Do you believe VA ought to have greater flexibility in contracting for 
healthcare services? Why or why not? 

ANSWER: AMVETS believes that VA must have the flexibility necessary to provide 

access to VA-sponsored care to all veterans through a mix of VA facilities, community-based 
storefronts operated by VA staff, mobile clinics, and contractual agreements with local 
providers such as community hospitals and clinics. At a time when change in delivery models 
is the name of the game, it would seem more cost-effective and more attractive to local 
veterans to rely on existing community-based facilities as much as possible. 

5. QUESTION: Do you believe that VA has adequate control over its contractors? 

ANSWER: Increased contracting for services will require increased capability to 

monitor contractor performance. Since the National Performance Review would cut 25,000 
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employees and no new FTEE devoted to contractor oversight, VA's ability to conduct 
appropriate oversight would also diminish. We note that VA - like most government agencies 
- has a large staff devoted to construction management and oversight. With NPR looming, 
it would seem appropriate to devote those resources to monitoring the delivery of care rather 
than providing redundant construction planning and oversight that could be better 
accomplished by shifting to a "best commercial practices" standard for construction 
contracting. 

6. QUESTION: Do you believe employers should bear the cost of care for the current 
mandatory category of veterans? If VA were to participate in a state where employers were 
mandated to pay premiums, should the current mandatory category of veterans be exempted 
and have their premiums paid by VA? What about service-connected veterans? 

ANSWER: AMVETS believes that the cost of care for service-connected veterans is 

a federal responsibility. The federal government gets its revenue from various sources through 
mandatory taxes, and, for all practical purposes, mandatory employer contributions amount 
to a tax. Therefore, we would not object to this method of nation-wide financing. However, 
to promote the hiring of veterans, especially disabled veterans, we believe that a premium 
discount equal to any service-connected disability rating should be given to employers. 

7. QUESTION: Inherent in the word competition is the concept that there will be a 
winner and a loser. What happens if VA is the loser? What safeguards need to be in place 
to prevent demise of the VA system in the various states? 

ANSWER: A true entitlement to care for all service-connected veterans would 

protect at least that group from VA failure to compete. 

8. QUESTION: Do you anticipate that within the context of the pilot program that 
veterans services and eligibility may vary greatly form state to state? Do you anticipate any 
potential problems with the application of waiver authority which results in inconsistent 
eligibility and benefits? 

ANSWER: It is possible that eligibility and benefits will vary significantly from state 

to state. This makes it possible that veterans will see inconsistent care from state to state in 
terms of scope and access. While we do not support this, and would hope that VA would 
provide as level a playing field as possible within the law, any test program will cause 
temporary inequalities. The important point is to learn from the negative effects of a given 
program and use this knowledge system-wide. 
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Responses to Questions 
Submitted by Honorable J. Roy Rowland 
to 

Russell Mank, National Legislative Director 
Paralyzed Veterans of America 
Regarding 

Hearings on VA State Health Care Reform Pilot Programs 
House Committee on Veterans' Affairs 
March 8, 1994 


Question Is Do you have confidence that, as VA's formal 
testimony implied, it can achieve a massive reduction in its 
workforce simply by streamlining administrative operations, and 
do that without any impact on veterans' care? 

Response: The VA statement is a contrivance, designed to 

rationalize support for the Administration's determination to 
reduce VA FTEE levels by 25,000 over a period of five years in 
accordance with the recommendations of the National Performance 
Review. Personnel cuts of this magnitude could not be absorbed 
by administrative consolidations alone. Cuts of this size would 
have a severe effect on the quality and quantity of patient care 
services as well as limit the ability of the system to prepare 
itself to adapt and survive in a reformed health care 
environment . 

Question 2: Do you have concerns that there could be too great a 
delegation of authority under the proposed pilot program, and 
that substantially refocusing VA care to meet State goals might 
lead to fragmentation of its focus as a national system 

Response: In most respects, VA medical facilities in the pilot 

program states are going to have to have a maximum degree of 
flexibility if they are going to adapt, compete and survive in a 
new health care environment. Flexibility gives them that 
opportunity, otherwise the VA national system would begin to 
loose major components of its national system as one by one these 
facilities closed their doors. 

PVA is concerned that those programs, identified as part of the 
national mission of the VA system and targeted to meet the 
specialized needs of the veteran population, ie. spinal cord 
injury, blind rehabilitation, extended rehabilitation, 
prosthetics, orthotics, specialized AIDS treatment programs, 
substance abuse programs, post - traumatic stress disorder 
treatment and extended mental health services, because of their 
discretionary funding base, could be in jeopardy if left to 
"flexible" interpretation and implementation by local VA health 
care facility managers. In this instance, flexibility to 
determine what services VA facilities should offer, and how and 
to what extent those specialized services should be funded, 
should not be a matter of individual interpretation at the local 
level. Specialized programs under the state health reform 
pilots, as well as under national health care reform initiatives, 
should have mandatory authorization and distinct funding 
controlled at the national level. 

Question 3: Mr. Buxton testified that it would be self-defeating 
to limit the pilot program for fiscal reasons. Given the 
likelihood that VA will not get additional appropriations for the 
pilot program, isn't it prudent to limit its scope for now? 

Response: The pilot program serves little purpose, either to 

protect VA facilities in health care reform states, or to serve 
as a test program for the edification of the rest of the system 
facing national health care reform, if results of the pilot are 
skewed in any way by a limitation of resources. The pilots 
should be given additional appropriated funds. Funding should 
not be syphoned from the rest of the VA health care system 
already in fiscal distress. 
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Responses to Questions 
Submitted by Honorable Chris Smith 


Question 1: Your testimony gives overwhelming support for a VA 
role in state reform. However, you do not state PVA' s 
endorsement of the draft legislation. Do you support the bill? 

Response: PVA supports the legislation. We are appreciative 

that the Committee has chosen to recognize the importance of the 
specialized programs, including services for veterans with spinal 
cord dysfunction. PVA believes, however, that the bill could be 
improved either through the inclusion of report language or 
amendment in conference with language that would: 

1. Require the Secretary to make a clear definition through 
the design of treatment protocols of those services needed 
to provide the full continuum of care for veterans with 
SCI/D. 

2. Mandate centralized, clearly identified funding levels to 
support SCI/D programs. 

We strongly urge the committee to include these two concepts in 
the final version of the VA portion of the national health care 
reform legislation. 

Question 2. What effect do you believe the President's FTEE 
reduction will have on the ability of the VA to compete tinder 
national health care reform? 

Response: See response to Representative Rowland's Question 1 

above . 


Question 3: Do you believe the inclusion of veterans' dependents 
is essential to successful VA participation in the various state 
reform efforts. 

Response: VA should have as many of the same tools at its 

disposal as other providers in the state in order to be 
competitive. Enrollment of non- veterans , including the families 
of veterans should not be seen as a negative as long as it does 
not interfere with the primary mission of the VA health care 
system in providing services for those who have served in defense 
of this nation. 

Question 4: Do you believe the draft bill provides adequate 
assurance that VA services outside of the basic benefits package 
(ie. spinal cord injury and blind rehabilitation, prosthetics 
etc.) will continue to be provided to veterans. 

Response: The bill goes part of the way by mandating the 

provision of these services for the first time. However, we 
believe these provision could be strengthened as outlined in our 
response to Question 1 above. PVA will be happy to work with the 
Committee in this regard. 

Question 5: Do you believe VA ought to have greater flexibility 
in contracting for health care services? Why or why not? 

Response: Local VA managers should have as much flexibility as 

they require to provide health care in the most cost-effective 
and efficient means possible. Contracting versus the in-house 
provision of services can be a dollar saving tool. However, VA 
central office managers should be given the authority to insure 
that the search for cost-effectiveness does not over stimulate 
local managers to abandon control and emphasis on the central 
mission of the VA health care system. 

Question 6: Do you believe VA has in place adequate oversight 
and control over its contractors? If not, what changes need to 
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be made? 

Response: VA currently has adequate monitoring and control 
ability. 

Question 7: Do you believe that employers should bear the cost 
of care for the current mandatory category of veterans? If VA 
were to participate in a state where employers were mandated to 
pay premiums, should the current mandatory category veterans be 
exempted and have their premiums paid by VA? What about 
services -connected veterans? 

Response: PVA has repeatedly objected to any formula that would 

wrest the responsibility of the federal government from defraying 
the costs of health care for veterans with service-connected 
disabilities. This concern applies to changes that are made at 
both the state and national level. 

Question 8: Inherent in the word competition is the concept that 
there will be a winner and a loser. What happens if VA is the 
loser? What safeguards need to be in place to prevent the demise 
of the VA system in various states? 

Response: The state pilot program legislation gives VA 

facilities in those states the tools they need to manage 
effectively under state health care reforms if they are given the 
tools, resources and innovative management. Title 38, U.S.C. 
provides the safeguards for the maintenance and continuation of 
health care services for eligible veterans. 

Question 9: Do you anticipate that within the context of the 
pilot program that veterans services and eligibility may vary 
greatly from state to state. Do you anticipate any potential 
problems with the application of waiver authority which results 
in inconsistent eligibly and benefits. 

Response: VA should provide access to inpatient and outpatient 

care within the framework for the operating system. These 
benefits may, in some instances, be more or less generous than 
any given state. However, even without health care reform, 
certain veterans, service-connected disabled veterans for 
instance, receive significantly more health care from VA than 
others. It is also true that independent interpretation of 
eligibility criteria from facility to facility based on the 
availability of resources creates great disparities in the 
provision of services from one region of the country to another 
at the present time. This latter differential is not necessarily 
good, but, it stands to represent the fact that disparities in 
the provision of services exist in the system today and veterans 
have learned to accept them. 

PVA's main concern with differences in eligibility under the 
legislation authorizing the pilot programs stems from the fact 
that only veterans residing in the state would be eligible for 
the enhanced benefits package. Veterans utilizing the VA, but 
residing out of state and still within the same service area, 
would not be eligible for the increased benefits even though they 
have identical eligibility as a veteran who is a state resident. 

In the end, however, these differences should be in large part 
erased through provision of the national comprehensive benefit 
package provided to veterans who enroll in VA plans in all the 
states after national health care reform is enacted and 
implemented . 
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THE HONORABLE J. ROY ROWLAND 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
HEARING ON MARCH 8, 1994 
QUESTIONS SUBMITTED FOR THE RECORD 
VIETNAM VETERANS OF AMERICA 


1. Do you have confidence that, as VA’s formal testimony implied, it can achieve a 
massive reduction in its workforce by streamlining administrative operations, and do that 
without any impact on veterans’ care? 

No. While some minor efficiencies may be achieved by reorganizing administrative 
functions, it is not likely that the massive workforce reductions contemplated in the FY 
1995 budget can be accomplished without effecting patient care. More important is the 
fact that VA is at a critical juncture with national health care reform looming on the 
horizon. No one has any clear idea of future demand on VA health services and it is 
premature to reduce Veterans Health Administration (VHA) workforce when a very 
uncertain future lies ahead. VA faces the challenges of surviving in a competitive health 
provider environment and reducing workforce will exacerbate the negative image VA 
already suffers, if forced to turn more and more veterans away before reform provides the 
opportunity to open the VA system. 

2. Do you have concerns that there could be too great a delegation of authority under the 
proposed pilot program, and that substantially refocusing VA care to meet State goals might 
lead to fragmentation of its focus as a national system? 

At this point, it is important that local managers be given flexibility to meet the demands 
of a changing health provider environment. If VA is not allowed to adapt in these areas 
where state governments are enacting reform measures, it is very likely that VA will 
become underutilized. State reforms in almost every case provide a more generous 
package of health care benefits than VA is currently able to offer to its consumers. Just 
as there is a very real threat that veterans wiil opt-out of VA if a more attractive option 
becomes available on the national scale, the programs in these states will likely cause VA 
to loose patientbase and subsequently funding if adaptations are not made to allow VA 
to compete. We are not fearful of a fragmented system. We are more concerned that 
veterans will loose the specialized services so often needed by service-connected disabled 
veterans, if the VA systems in these states loose their viability. 

3. Mr. Buxton testified that it would be self-defeating to limit the pilot program for fiscal 
reasons. Given the likelihood that VA will nor get additional appropriations for the pilot 
program isn’t it prudent to limit its scope for now? 

I too think it would be self-defeating to limit the scope of these pilot programs. If these 
state plans are designed and implemented with a sound business plan, it is conceivable 
that they could become self-sustaining after an initial start-up investment — similar to the 
concept encapsulated within H.R. 3600. Rather than assume defeat on the funding issue, 
we would suggest that the Committee, along with the organized veterans community, fight 
to secure appropriate investment in these programs. 
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THE HONORABLE CHRIS SMITH 
SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
HEARING ON MARCH 8, 1994 
QUESTIONS SUBMITTED FOR THE RECORD 
PAUL EGAN, VIETNAM VETERANS OF AMERICA 


1. Your testimony states that you support the President's Health Security Act but you 
express concern that the VA may cease to exist under this plan. While you support the cost- 
shifting of federally funded veterans health care programs to employers, you also call for a 
federal entitlement. How do you reconcile this inconsistency? 

VVA, along with the other major veterans service organizations, has embraced the 
concepts of the President’s Health Security Act because it gives the VA the tools it needs 
to survive — flexibility, eligibility expansion, and most importantly additional revenues. 
Absent these tools that only the Clinton bill contains, we are certain that the VA will 
cease to exist . This is because no matter how one slices the pie, without some rather 
extensive system reorganization and the funding that goes with it, the VA will be a less 
attractive health provider option for most veterans. 

VVA, as well as other veterans service organizations, have for some time called for an 
"entitlement" for health care services for veterans with service-connected disabilities. 
VVA is contenL to accept an employer mandate for all other veterans, because we view 
this as the only method of securing universal coverage for all Americans short of 
implementing a single-payer system. 

It should be noted that health care reform is a veterans issue not only because it threatens 
to derail the VA health care system, but because veterans are American citizens who are 
concerned for the health and welfare of their spouses and families as well. Regardless 
of how attractive the VA can become by reducing waiting times, expanding access, 
providing comprehensive care and being a consumer- friendly system, there will always 
be some veterans unwilling to use the VA system because of prior negative experience, 
pride or any number of other personal issues. We would be derelict in our advocacy if 
we failed to account for the concerns and health care access of these veterans in addition 
to those who use VA services. 

We have noted with pleasure the Committee legislation H.R. 4124, which uses the 
framework of H.R. 3600 and improves upon it by securing the ever-requested entitlement 
and c)earing-up certain funding ambiguities in the original language. 

2. What effect do you believe the President's FTEE reduction will have on the ability of 
the VA to compete under national health reform? 

The massive workforce reductions contemplated in the FY 1995 budget can hardly be 
accomplished without effecting patient care. With national health care reform on the 
horizon, no one has any clear idea of future demand on VA health services and it is thus 
premature to reduce Veterans Health Administration (VHA) workforce. VA faces many 
challenges in a competitive health provider environment and reducing workforce will 
exacerbate the negative image VA already suffers, if it is forced to turn more and more 
veterans away. The more veterans who become discouraged and dejected with the current 
VA system, the more likely it is to loose patientbase rather than gain consumers when 
reform provides the opportunity to open the VA system to a greater population. 

3. Do you believe inclusion of veterans' dependents is essential to successful VA 
participation in the various state reform efforts? 

Yes. Health care provider choices are generally made for family units, rather than 
individuals. These decisions are traditionally made by the female within the household. 
If VA cannot address the health care needs of women and children, it is likely that 
potential veteran subscribers will be lost to the VA system before enhanced benefits, cost 



150 


factors and specialized programs are even introduced into the health provider choices 
forum. This is true of both state reform initiatives and national health care reform. 

4. Do you believe the draft bill provides adequate assurances that VA services outside of 
the basic benefits package (ie., spinal cord injury and blind rehabilitation, prosthetics, etc.) will 
continue to be provided to veterans? 

Yes. We are confident that the provisions of Section 3 of the bill will secure the VA’s 
mission of providing these specialized services. The only concern we have regarding this 
issue, and this is true of national reform as well, is that if general usage diminishes for 
whatever reason such that it is untenable to maintain the VA health plan in any given 
area. Congressional support for the whole system may erode and with it goes the funding 
for these specialized programs — throwing the baby out with the bath water, in essence. 
For this reason, we are fearful for the specialized programs. 

It is also worth noting that medically it is desirable and cost-effective to provide 
comprehensive care to those veterans who need VA’s specialized programs through a 
cohesive, managed care provider network. If VA becomes solely a specialized services 
provider, we are concerned that veterans needing these services will get disjointed, lower- 
quality care. 

5. Do you believe VA ought to have greater flexibility in contracting for health care 
services? Why or why not? 

Yes. There will undoubtedly be services in some areas that VA can provide more cost- 
effectively by purchasing them from other providers, rather than investing huge sums to 
develop the in-house capacity. This is particularly true of primary and outpatient care 
capacity. In many locations across the country where veterans are forced to travel 150 
to 200 miles to reach the nearest VAMC, VA could contract for primary care services 
through several local community providers at a cost much less than building a single 
outpatient clinic. This would broaden VA’s capacity such that it would reach more 
veterans. 

6. Do you believe VA has in place adequate oversight and control over its contractors? 
If not, what changes need to be made? 

I really have no expertise in this area. 

7. Do you believe that employers should bear the cost of care for the current mandatory 
category of veterans? If VA were to participate in a state where employers were mandated to 
pay premiums, should the current mandatory category veterans be exempted and have their 
premiums paid by VA? What about service-connected veterans? 

The specifics of each state reform plan need to be evaluated to clearly understand what 
is desirable. While WA is committed to the concept of federally funded care for 
service-connected disabled veterans, we are not as troubled by employer mandates as we 
are concerned with ensuring this population’s access to comprehensive care. 

The employer mandate issue could be addressed by making this sum a tax credit for the 
employer. This returns the burden for service-connected disabled veterans to the federal 
government, and would also serve as a veterans hiring- preference mechanism. 

8. Inherent in the word competition is the concept that there will be a winner and a loser. 
What happens if VA is the loser? What safeguards need to be in place to prevent demise of 
the VA system in the various states? 

In VVA’s view, it is not so important that VA be a winner, but that the veterans who use 
the system come out of the health care reform process as winners. Essentially any 
legislation that makes private sector insurance more accessible will force VA to compete. 
As we know, if VA doesn’t improve services it will loose patientbase. Competition will 
be the driving force in making VA improve its con sumer- friendliness. Improvement of 
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VA services and/or access to private sector care will make veterans the winners of the 
competition of health care reform. 

9. Do you anticipate that within the context of the pilot program that veterans services and 
eligibility may vary greatly from state to state . Do you anticipate any potential problems with 
the application of waiver authority which results in inconsistent eligibility and benefits? 

Variance of services in VA health plans from state to state may be awkward for a time, 
but VVA views these pilot projects as just that -- temporary programs which will give us 
useful information for the implementation of a nation-wide program. In order to have the 
flexibility to adapt to the state reform initiatives, it may be necessary to have inconsistent 
eligibility and benefits. If, as is suggested in the language of the bill, the Secretary 
chooses to implement the pilot programs by catchment areas rather than strictly adhering 
to state lines, some of the problems associated with this variance can be avoided. 
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National Association of VA Physicians and Dentists 
Responses to Questions From March 8, 1994 Hearing 

Questions from the Honorable .1. Rov Rowland 

1. Do you have confidence that, as VA’s formal testimony implied, it can achieve a 
massive reduction in its workforce simply by focusing on a dminis trative 
operations, and do that without any impact on care of veterans? 

No. We agree that the VA Medical System is top-heavy with administration. But the system 
and "culture" of the VA makes it difficult to have confidence that there will be a rational 
approach to cuts that will focus on the "fat" and not the support personnel that are essential 
not only to meet today’s needs but those of the future under healthcare reform. 

In addition, the VA has already cut personnel directly responsible for patient care to a level 
that is affecting patient care in some areas. Any reductions in administrative personnel slots 
should be replaced with technicians and other medical professions in the areas where they are 
desperately needed. 

However, it is difficult to make any precise assessment of the needs of the VA healthcare 
System’s when we are in the midst of so much change. The System was facing enormous 
changes in the veteran patient base prior to the proposal of healthcare reform. The 
healthcare reform plan has only multiplied those needs. Making any arbitrary reductions 
now without first assessing the affects of these changes as well as rationalizing eligibility 
requirements is flying without instruments in the midst of a mountain range. 
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National Association of VA Physicians and Dentists 
Responses to Questions From March 8, 1994 Hearing 

Questions from the Honorahle Chris Smith 

1. Do you believe the draft bill provides adequate assurances that VA services 
outside the basic benefits package (i.e., spinal cord injury and blind 
rehabilitation, prosthetics, etc.) will continue to be provided to veterans? 

I am unsure as to which "draft bill" the Congressman refers. However, NAVAPD strongly 
supports the concept that the purpose of the VA Healthcare System is to treat veterans with 
service connected disabilities without qualification. My uncertainty is an indication of the 
confusion that exists and the number of measures that are pending that impact the system. 

We urge that ultimately there be a single prioritized approach that will look first at the needs 
of veterans and assure that their needs are met by providing adequate medical personnel and 
resources to all VA physicians and dentist to do what they are dedicated to providing: 
Providing the highest quality of patient care. 

2. In your opinion, if VHA staffing levels are reduced to the proposed level, can VA 
continue to deliver high quality care? If so, at what point do these FTEE 
reductions begin to pose serious quality care concerns? 

No. As we indicated in a similar question from Representative Rowland, we agree that the 
VA Medical System is top-heavy with administration. But the system and "culture” of the 
VA makes it difficult to have confidence that there will be a rational approach to the cuts that 
will focus on the "fat" and not the support personnel that are essential not only to meet 
today’s needs but those of the future under healthcare reform. In addition, the VA has 
already cut personnel directly responsible for patient care to a level that is affecting patient 
care in some areas. Any reductions in administrative personnel slots should be replaced with 
technicians and other medical professions in the areas where they are desperately needed. 

However, it is difficult to make any precise assessment of the needs of the VA healthcare 
System when we are in the midst of so much change. The System was facing enormous 
changes in the veteran patient base prior to the proposal of healthcare reform. The 
healthcare reform plan has only multiplied those needs. Making any arbitrary reductions 
now without first assessing the affects of these changes as well as rationalizing eligibility 
requirements is flying with not instruments in the midst of a mountain range. 

3. What effect do you believe the administration’s FTEE reduction would have on 
the ability of the VA to compete if the health security act was enacted? 

The effect could be devastating. Even before these cuts, we are reaching a point in the VA 
medical system where even the most dedicated doctor will not be able to overcome the lack 
of equipment and support personnel at today’s patient levels, let alone the much higher levels 
that are theoretically possible under health care reform. 

Evidence of this was found in a recent survey conducted by the Veterans Service 
Organizations of VA hospitals in six states. The survey found prolonged clinic waiting times 
and appointments commonly delayed for three to nine months. 

Even the increase of $500 million in this year’s healthcare budget request is approximately 
$2.3 billion dollars less than the amount specified by the Independent Budget, which 
NAVAPD has endorsed, to provide the same amount of care as FY1988-the last year before 
the VA Medical Care program suffered major funding shortfalls. 

We cannot be expected to serve veterans’ needs, let alone provide the atmosphere and level 
of service a private hospital provides if the system continues to sustain ever increasing cuts in 
resources and personnel. 
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National Association of VA Physicians and Dentists 
Responses to Questions From March 8, 1994 Hearing 
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4. What effect will VA transformation to a primary care mission have on VA’s 
partnership with affiliated medical schools? 

New missions for the VA should not, of themselves, have a negative affect on the medical 
school affiliation. But we are concerned that the new necessity to compete is being used as 
an excuse to cut research, ns a "frill." This would hurt not only our affiliation, but the 
quality of patient care and the system’s ability to compete. 

It is accepted that the reason the VA retains a high level medical personnel and is affiliated 
with top universities because of the opportunity it offers to participate in research. These 
affiliations will be particularly important to recruit and retain eminent physicians and dentists 
as the VA attempts to change its culture and compete under health care reform. Yet the 
research area is scheduled for decreases equal to 830 positions and the budget has been cut 
significantly once again. 

Hit It 
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ANSWERS TO QUESTIONS SUBMITTED FOR THE RECORD 
Questions submitted by the Honorable J. Roy Rowland 

1. Do you have confidence that, as VA's formal testimony implied, it can achieve a massive 
reduction in its workforce simply by streamlining administrative operations, and do that without 
impact on veterans care? 

The BVA response to this question is absolutely not. While we agree streamlining 
administrative operation could possibly result in some reductions in employees without serious 
damage to VA health care, the magnitude of the reductions proposed by the President would 
without question seriously jeopardize VA’s capacity to continue to deliver quality services or 
more importantly position itself for participation in a managed competition environment 
envisioned under National Health Care Reform (NHCR). We do not believe VA has sufficient 
resources to carry out new functions for which they have no experience, such as marketing, 
while at the same time experiencing a significant reduction in workforce. 

2. Do you have any concerns that there could be too great a delegation of authority under 
the proposed pilot program, and that substantially refocusing VA care to meet State goals might 
lead to fragmentation of its focus as a national system? 

BVA is concerned that under the proposed Pilot Programs, the delegation of 
authority could be too great. We have maintained that eligibility reform for VA health care is 
absolutely essential and should not be held hostage to NHCR. If eligibility reform has to be 
enacted the need for the State Pilot Programs legislation would probably be less critical. In the 
absence of eligibility reform, VA must be provided the necessary authority to compete in state 
plans or risk devastating losses in veteran work load and indeed the viability of VA in those 
states as a health care provider for veterans. The danger of fragmentation certainly will increase 
if a NHCR package is not passed and increasing numbers of individual states enact their own 
HCR. To the extent that state reform plans differ with respect to benefits packages, could lead 
to fragmentation of focus as a national system. 

3. Mr. Buxton testified that it would be self-defeating to limit the pilot program for fiscal 
reasons. Given the likelihood that VA will not get additional appropriations for the pilot 
program isn’t it prudent to limit its scope now? 

Although it may be self-defeating to limit the pilot programs for fiscal reasons, 
failure to appropriate additional funding for these programs could place the entire system at risk 
financially should it become necessary to transfer funds from the medical or construction 
accounts to support these programs. Given your assumption Mr. Chairman, it does seem 
prudent to limit the scope of the programs. 

Questions submitted by the Honorable Chris Smith 

1 . What effect do you believe the President's FTEE reduction will have on the ability of the 
VA to compete under National Health Reform? 

We believe that VA’s ability to compete under National Health Care Reform will 
be severely impaired by the proposed FTEE reductions proposed by the President. Until VA’s 
role is more clearly defined and enrollment levels have been determined it is totally unreasonable 
to impose such drastic employment reductions on VA. 

2. Do you believe inclusion of veterans’ dependents is essential to successful VA 
participation in the various state reform efforts? 

Yes, Mr. Smith we do believe inclusion of veteran dependents is essential for 
successful VA participation in state plans. At the very least, providing this option will give VA 
valuable experience regarding just how important the availability of a family plan is to 
enrollment of veterans. It will also give valuable data regarding the impact on the VA’s capacity 
to provide care to dependents, particularly with regards to contracting for services they are 
unable to provide in house. 
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3. Do you believe the draft bill provides adequate assurances that va services outside of the 
basic benefits package (i.e. spinal cord injury, blind rehabilitation, and prosthetics, etc.) will 
continue to be provided to veterans? 

Mr. Smith, BVA is concerned that greater assurances or requirements be included 
in the draft legislation. BVA is deeply concerned that adequate funding levels may not be 
available or that if provided may be used for other purposes if a local manager believes he needs 
resources for other programs or services to be more competitive in their local market. 

4. Do you believe VA ought to have greater flexibility in contracting for health services? 
Why or why not? 

Yes, BVA does believe VA needs greater flexibility in contracting for services. 
In our view, if VA is to have any chance to compete, access to the system or plan must be 
substantially improved. In order for VA to achieve greater access, it will be necessary to rely 
more heavily on contracting for services. This will be especially true with respect to provision 
of primary care. Additionally, new and creative cooperation and collaborative relationships with 
other providers will likely be necessary for VA to succeed. 

5. Do you believe VA has in place adequate oversight and control over its contractors? If 
not, what changes need to be made? 

BVA is not in a position to respond to this question. We do believe however the 
task will be much greater with greater flexibility and greatly increased number of contract. 
Furthermore, oversight will be critical to provision of quality health care services and therefore 
success as a competitive provider. 

6. Do you believe that employers should bear the cost of care for the current mandatory 
category of veterans? If VA were to participate in a state where employers were mandated to 
pay premiums, should the current mandatory category veterans be exempted and have their 
premiums paid by VA? What about service-connected veterans? 

BVA does not believe employers should bear the cost of care for Category A 
veterans. As was stated by the DAV witness during the hearing, employers or in this case states 
did not make veterans, the federal government did and must bear the responsibility, both moral 
and financial, for the care of the Category A veterans, especially service-connected disabled 
vets. If this group is not exempted in state plans, this could certainly lead to shifting this 
responsibility to employers in any national reform plan that may be adopted. 

7. Inherent in the word competition is the concept that there will be a winner and a loser, 
what happens if VA is the loser? What safeguards need to be in place to prevent the demise of 
the VA system in the various states? 

It seems clear that without eligibility reform for VA health care and adequate 
appropriation levels, VA is doomed to fail in states enacting reform because they will be unable 
to compete with respect to attracting veteran enrollment for comparable benefits packages. 
Veterans must be entitled to receive health care benefits at least as good as other Americans. 

8. Do you anticipate that within the context of the pilot program that veterans services and 
eligibility may vary greatly from state to state. Do you anticipate any potential problems with 
the application of waiver authority which results in inconsistent eligibility and benefits? 

It is difficult to speculate at this time regarding the differences in veterans services 
and eligibility from state to state. We do anticipate that services and eligibility will be greater 
in those states enacting reform than for those not engaging in health care reform. This certainly 
will be problematic if NHCR is not enacted correcting these differences or inequities. 
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RESPONSES OF DAVID W. GORMAN 

DEPUTY NATIONAL LEGISLATIVE DIRECTOR 
TO THE QUESTIONS OF 
THE HONORABLE J. ROY ROLAND 
CHAIRMAN, SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE 
OF THE 

HOUSE COMMITTEE ON VETERANS AFFAIRS 

Hearing on March 8, 1994 

Question 1: Do you have confidence that, as VA's formal 
testimony, implies, it can achieve a massive reduction in its 
work force, simply by streamlining administrative operations, 
and do that without any impact on veterans care? 

An swer: No. The fact of the matter is, VA has already been 

decimated by what we consider to be arbitrary cuts in real 
terms, in their work force. VA has been faced with years of new 
demands and programs placed upon it without corresponding 
increases in human resources. Although its level of employees 
has remained somewhat steady and, in fact, may have experienced 
some increase, VA has not been able to keep up with 
ever-increasing demands placed on its various programs. As the 
level of care for veterans is becoming increasingly more complex 
due to an aging veteran population with multiple, chronically 
disabling conditions, we believe VA's human resources will 
continue to be severely strained. 

Q uestion 2: Do you have any concerns that there could be too 
great a delegation of authority under the proposed pilot 
program, and that substantially refocusing VA care to meet State 
goals might lead to fragmentation of its focus as a national 
system? 

An swe r : Mindful of the need to closely monitor any pilot 

program initiated as a result of the proposed legislation, DAV 
suggested in our formal testimony the necessity to create a 
functional "Board of Directors" at each of the affected VA 
Medical Centers. It is our belief, even with the best of 
intentions, there is potential under the pilot program to stray 
from VA's mission of providing care to eligible veterans. We 
are especially mindful of the absolute need for VA to maintain 
its focus and responsibility for providing care to those 
severely disabled veterans afflicted with "special" and 
catastrophic conditions, such as blindness, amputations, spinal 
cord injury, etc. We do not envision VA under the pilot 
programs, refocusing on state goals for the delivery of health 
care. Rather, being aware of the various states movements 
toward their own reform efforts, it is absolutely imperative 
that VA be able to keep pace as best they can. This becomes 
essential not only to gain valuable experience in operating a 
reformed VA system, but also, to maintain their critical mass of 
patients . 

Question 3: Mr. Buxton testified that it would be 
self-defeating to limit the pilot program for fiscal reasons. 
Given the likelihood that VA will NOT get additional 
appropriations for the pilot program, isn't it prudent to limit 
its scope for now? 

Answer: We believe it may be prudent, in fact necessary, to 

confine the number of states that would be allowed to initiate 
the pilot program. We do not necessarily favor the shifting of 
resources from VA clinical care programs to support or initiate 
the creation of other clinical care programs. There may, 
however, with innovative and creative thinking, be areas in the 
non-clinical care area that could be looked to for needed 
resources. We believe, it is imperative that those medical 
centers participating in any pilot program not have arbitrary 
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limitations placed upon them as concerns their management 
flexibilities. VA Medical Center directors need local authority 
to manage their facilities in a way thought to be best for the 
patient population served. The exception, of course, would be 
that no currently eligible service-connected disabled veteran 
would suffer a reduction in the benefits or services that are 
now eligible for by-law and/or regulation. 
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RESPONSES OF DAVID W. GORMAN, 

DEPUTY NATIONAL LEGISLATIVE DIRECTOR 
TO THE QUESTIONS OF 
THE HONORABLE CHRIS SMITH, 

SUBCOMMITTEE ON HOSPITALS AND HEALTH CARE, 

OF THE HOUSE VETERANS AFFAIRS COMMITTEE, 

Hearing on March 8, 1994. 

Question 1: What effect do you believe the President's FTEE 
reduction will have on the ability of the VA to compete under 
national health reform? 

Answer: If VA were forced to comply with any arbitrarily 

established employee reduction, the ability to provide needed 
medical care and services to disabled veterans would be 
compromised to a point that would be intolerable. We believe 
VA's human resources have been stretched to and often beyond the 
limit and have been for some time. The levels of care being 
required by an aging veteran population suffering with complex, 
multiple chronically disabling conditions requires a level of 
care that is labor-intensive. VA cannot absorb the arbitrary 
FTEE reductions proposed. 

Q uestion 2 : Do you believe inclusion of veterans' dependents 
is essential to successful VA participation in the various state 
reform efforts? 

Answer : Yes. As we understand the proposal, veterans will be 

offered the choice of which health care system they wish to 
receive their care from. It makes little sense that a veteran 
would choose to receive care via the VA if their family members 
were denied that same opportunity. It is illogical to believe 
that veterans should go to one system -- VA -- for their care, 
while their spouse and dependents would be precluded from using 
the same system, and therefore, forced to choose a separate 
health care provider. Also, if the VA is responsible for 
dependents' care, then an adequate funding stream to pay for 
that care must be established and functional. Of course, the 
inclusion of dependents in the VA system is contingent on the 
premise that no otherwise eligible veteran would be denied 
services or have their medical care benefits diminished as a 
result of dependents' participation. 

Que stion 3: Do you believe the draft bill provides adequate 
assurances that VA services outside of the basic benefit 
packages (i.e., spinal cord injury, blind rehabilitation, 
prosthetics, etc.) will continue to be provided to veterans? 

Answer: As we indicated in our written testimony, we believe 
clarifying language must be Included to assure the VA will not 
abrogate their responsibility to the catastrophically disabled 
veteran suffering disabilities as mentioned. 

Que stion 4 : Do you believe VA ought to have greater 
flexibility in contracting for health care services? Why or why 
not? 

Answer: Yes. We do not believe that each VA facility has the 

in-house capability to provide all needed medical care to each 
veteran who would enroll in a reformed system. Principally, 
this would be due to the lack of services for certain 
specialties, based upon the current lack of veteran workload 
which is retricted by arcane eligibility rules. Conversely, 
it seems likely that VA, in certain facilities, may have excess 
services which would allow them to serve as the provider of 
services, on a contractural basis, to the private sector. We 
believe VA should, in certain instances, be permitted and 
encouraged to sell their services to non-VA sources when it is 
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in the best interests of VA and veteran patients. We would note 
that these services need not be clinical in nature. Of course, 
our support for such contracting is contingent upon no otherwise 
eligible service-connected veteran being denied needed medical 
care or services or having their medical care diminished in any 
way . 

Question 5: Do you believe VA has in place adequate 
oversight and control over its contractors? If not, what 
changes need to be made? 

Answer : No. As concerns clinical care, we believe a 

functional system of case management needs to be initiated and 
employed by VA. This will help assure that veterans dependent 
upon VA for their care receive quality timely care from contract 
providers. Also, we believe medical center directors need to 
have the authority and flexibility to deal with the entire issue 
of contracting without total VA Central Office approval. Of 
course, contracting extends beyond that contemplated by only 
clinical services. 

Question 6; Do you believe that employers should bear the 
cost of care for the current mandatory category of veterans? If 
the VA were to participate in a state where employers were 
mandated to pay premiums, should the current mandatory category 
of veterans be exempted and have their premiums paid by VA? 

What about service-connected veterans? 

Answer: Clearly, it is the DAV's belief that the federal 

government continue to bear the total responsibility for the 
care of service-connected disabled veterans who have incurred 
their disabilities coincident with military service. As you 
know, current law requires VA to bill a veteran’s private 
insurance carrier -- often provided for by the employer -- for 
the reasonable cost of care provided to veterans in VA 
facilities for non-service-connected disabilities. VA is 
vigorously complying with that mandate. H.R. 3600 contains 
relief for the payment of premiums by service-connected disabled 
veterans who are self-employed and choose VA as their provider 
of care. Additionally, the bill also exempts, which DAV 
supports, service-connected disabled veterans from the payment 
of premiums, deductibles or co-payments when choosing VA as 
their provider of care. 

Question 7: Inherent in the word competition is the concept 
that there will be a winner and a loser; what happens if VA is 
the loser? What safeguards need to be in place to prevent 
demise of the VA system in the various states? 

Answer : We would respond to the concept of competition in a 

somewhat different manner, that being the presence of a health 
care system that excels in the care delivered versus one which 
provides but mediocre care and services. We continue to believe 
VA has the capabilities to excel in the delivery of medical care 
to veterans. In order to create a VA health care delivery 
system that is viable, eligibility reform, as proposed by the 
Veterans Service Organizations, needs to occur as soon as 
possible . 

Question 8: Do you anticipate that within the context of the 
pilot program that veterans services and eligibility may vary 
greatly from state to state? Do you anticipate any potential 
problems with the application of waiver authority which results 
in inconsistent eligibility and benefits? 

Answer: We do believe, based on demographics that the 

services provided and required by veterans will vary, however, 
not greatly. We do not believe that basic eligibility should 
vary greatly. Particularly, we would oppose anything that has 
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the potential to reduce benefits already provided for in law or 
by regulation, manual or otherwise to service-connected disabled 
veterans. We do believe in order to maintain against an exodus 
of veterans from the VA system, that VA needs to be, at a 
minimum, consistent with the basic benefit packages provided by 
the various states. Otherwise, veterans may have little 
incentive to choose VA as their provider of care. We do 
envision Title 38 to be controlling for veterans to, at a 
minimum, maintain their current eligibility status. We 
certainly do anticipate problems and situations to arise. We 
also believe VA totally capable of identifying and proactively 
addressing these issues as they occur and resolve them via the 
pilot program. We believe this is preferable to initiating a 
total, wide-sweeping reform of the VA system all at once. 

Unless imposed specifically by statute, we are confident VA will 
be able to succeed in these pilot program initiatives. 
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HEARING QUESTIONS 

Imposed by 

The Honorable J. Roy Rowland 
(for Panel 2) 

on 

H.R. 3808 and 

Draft Legislation to Authorize A Pilot Program for VA Participation in State Health Reforms 

(March 8, 1994) 

QUESTION # 1 : Do you have confidence that, as VA's formal testimony implied, it can 
achieve a massive reduction in its workforce simply by streamlining administrative operations, 
and do that without any impact on veterans' care? 

RESPONSE to QUESTION #1: No. The VFW has continually brought to this committee's 
attention, as well as to the attention of the Department of Veterans Affairs, that VA is 
seriously understaffed. We have attributed ward closings and patient treatment denials and 
delays as being a direct result of this understaffing dilemma. 


QUESTION 02: Do you have concerns that there could be too great a delegation of 
authority under the proposed pilot program, and that substantially refocusing VA care to 
meet State goals might lead to fragmentation of its focus as a national system? 

RESPONSE to QUESTION 02: Yes. While we agree VA must be as competitive as possible 
in order to retain patients in this unique situation, VA's mission as a nation-wide health care 
system for veterans must not be compromised. 


QUESTION 03: Mr. Buxton testified that it would be self-defeating to limit the pilot 
program for fiscal reasons. Given the likelihood that VA will not get additional 
appropriations for the pilot program isn't it prudent to limit its scope for not? 

RESPONSE to QUESTION 03: One of the VFW's primary concerns is the financing 
mechanism for the pilot project. We agree additional funding will probably not be provided 
and the fear that the remainder of the VA hospital system will be forced to financially support 
the pilot project. 
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HEARING QUESTIONS 
Imposed by 

The Honorable Christopher H. Smith 

on 

H.R. 3808 and 

Draft Legislation to Authorize A Pilot Program for VA Participation in State Health Reforms 

(March 8, 1994) 


QUESTION Ml: What effect do you believe the President's FTEE reduction will have on the 
ability of the VA to compete under National Health Reform? 

RESPONSE to QUESTION Ml: The VA is hard pressed already in terms of caregiver to patient 
ratios. Additionally, in order for VA to successfully compete for an expanded universe of veteran 
patients under eligibility reform, as the VFW envisions it, there will have to be considerable 
expansion of outpatient care facilities to reach out into the communities. Accordingly, more 
FTEE would be required rather than less . Reduced staffing equals reduced services. 


QUESTION #2: Do you believe inclusion of veterans’ dependents is essential to successful VA 
participation in the various state Reform efforts? 

RESPONSE to QUESTION #2: The official VFW position is that we feel that non-veterans 
ought not be treated by VA until eligibility reform has been completed and VA is able to 
successfully quantify, hopefully, a large number of veterans seeking to access it for services. 
However, it is only common sense to believe that within families, it is not likely that one 
member will seek out VA and expect his dependents to be served by another health care provider 
if he or she has adequate medical insurance to cover costs. Accordingly, at some point in time, 
VA will definitely have to increase the level of care it provides to dependents. 


QUESTION M3: Do you believe the draft bill provides adequate assurances that VA services 
outside of the basic benefits package (i.e., spinal cord injury and blind rehabilitation, prosthetics, 
etc.) will continue to be provided to veterans? 

RESPONSE to QUESTION M3: The position of the VFW is that any veteran accepted for 
treatment should be entitled to the full continuum of VA health care. It is our judgment that to 
date none of the draft legislative proposals equate to that level of care which we envision. This 
full continuum of care begins with preventive care and continues on through nursing home care 
to be provided to veteran patients accepted for care by VA. 


QUESTION M4: Do you believe VA ought to have greater flexibility in contracting for Health 
Care Services? Why or Why not? 

RESPONSE to QUESTION M4 ; A consideration here is '’mainstreaming". We want to be 
assured that veteran patients understand that it is VA which is providing their health care and is 
aggressively monitoring the effectiveness of that health care whenever it contracts out for health 
care services. We understand the need for contracting out of health care in order to accommodate 
veterans access. We would expect that VA always remains the primary caregiver. 


QUESTION MS: Do you believe VA has in place adequate oversight and control over its 
contractors? If not, what changes need to be made? 
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RESPONSE to QUESTION #5: We would hope that VA has adequate oversight and control 
over its contractors. Our Field Representatives occasionally receive complaints regarding clinical 
care which is contracted out; i.e., contract nursing home facilities. In most of the latter cases, 
there has been a failure by V A to adequately visit these facilities and ensure that patients 
contracted there by VA are appropriately treated. 


QUESTION #6: Do you believe that employers should bear the cost of care for the current 
mandatory category of veterans? If VA were to participate in a state where employers were 
mandated to pay premiums, should the current mandatory category veterans be exempted and 
have their premiums paid by VA? What aboui^service-connected veterans? 

RESPONSE to QUESTION #6: The Veterans of Foreign Wars does not believe that service- 
connected veterans should reimburse the government for their care. The remaining largest 
mandatory category of current veteran patients are those who, in most cases, are unable to assume 
the cost of their care; have no third-party insurance; and, therefore, no employer to bear the cost 
of their care by VA. 


QUESTION #7: Inherent in the word competition is the concept that there will be a winner and 
a loser, what happens if VA is the loser? What safeguards need to be in place to prevent demise of 
the VA system in the various states? 

RESPONSE to QUESTION #7: The VFW is adamant that VA should receive the investment 
monies needed to grant it a "level playing field" to make up for years of underfunding of the VA 
health care delivery system. If VA is provided the necessary funding and staffing to take a stab at 
competing for an expanded universe of veteran patients and fails, then we would expect that VA 
would be the loser. We doubt that the system is likely to completely collapse since VA is a leader 
in such fields as spinal cord injury, long-term psychiatric care, provision of prosthetic devices, and 
certainly a provider for higher level of nursing home care than can be fourW in the community. 


QUESTION #8: Do you anticipate that within the context of the pilot program that veterans 
services and eligibility may vary greatly from state to state. Do you anticipate any potential 
problems with the application of waiver authority which results in inconsistent eligibility and 
benefits? 

RESPONSE to QUESTION # 8 ; The VFW has concerns that the various packages of care 
provided under these state pilot programs may vary considerably from state to state to include 
eligibility for accessing them. In addition, VA medical facilities have catchment areas which cross 
state boundaries and if the VA was somehow constrained by state health care packages, this could 
impact on VA's ability to deliver appropriate levels of health care to all veterans. It is for these 
reasons that the VFW has some concerns over the concept of the pilot program which was being 
considered. 
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